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Business Summary 


Thatcher sets Usinor 

Sacilor to 


out to mend Saciior to 
Anglo-German boy US si 
relations merchant 


ihK 


Mrs Margaret Thatcher, the 
British Prime Minister. led her 
eoverament la efforts to per- 
. tray the UK as an enthusiastic 
European partner ami repair 
damage inflicted on Anglo-Ger¬ 
man relations following Mr 
Nicholas Ridley's outspoken 
attack on Germany ami the 
Community last week. 

Mean white. West German 
Chancellor Helmut Kohl down* 
playedthe controversy, saying 
it would not barm relations 
with London. Page 16; Kohl's ■ 
Reaction, Page Z; Editorial 
Comment, Page 14; Brittle 
bonds, Page 15 

Indian c risis abates 

The crisis in India’s rating Jan¬ 
ata Dal party blew over when 
Mr Otn Prahash Cbautria, soa 
of the deputy prime minister, 
resigned as chief minister of 
Haryana state. Prime Minister 
Singh earlier refused to accept 
the resignations of 13 ministers 
who quit to protest against 
Mr Chautala's rejection. 

Page 4 

Central Asfaiw riots 

Twenty-seven people were 
injured in the Kirghiz city of 
Osh in a renewal of ethnic 
riots in the Soviet Central 
Asian republic which have 
killed over 300 in the past six 
weeks. Page 2 

Zambia lifts ban 

Zambia lifted Its 17-year ban 
on organised opposition . 
groups, allowing them to cam¬ 
paign in a referendum on 
whether to reintroduce multi- 
party democracy. Page 4 

UN talks 

An attempt by Os five mem¬ 
bers of the UN Security Coun¬ 
cil to reach a peace aetflement 
in Cambodia looked set to end 
without any significant break¬ 
through. Page 4 

Avalanche IcSHb 40 

An avalanche triggered by a 
small earthquake killed at 
least 40 Soviet and foreign 
climbers in the Pamir moun¬ 
tains of Soviet Central Asia. 

Taylor losing control 

Liberian rebel leader Charles 
Taylor, whose forces have laid 
siege to Monrovia for two 
weeks in a bid to overthrow 
President Doe, is facing a 
breakdown of discipline among 
his men. Picture, Page 4 

Seoul MPs to resign 

All Opposition members of the 
South Korean national assem¬ 
bly are to resign in an attempt 
to force new elections in pro¬ 
test at the rushed passage of 
controversial legislation. 

Page 4 

Tougher ivory rules 

Hong Kong, an important ivory 
carving and re-exporting cen¬ 
tre, brought in stiller regula¬ 
tions to try to reduce the risk 
of its ivory stocks being sold 
on world markets. Page 4 

Police seize drugs 

British police seized a record 
haul of amphetamine sulphate, 
the narcotic known as "speed,” 
after firing a stun grenade into 
a motor cruiser being used to 
cany the drugs. 

PLO may Intervene 

Palestine Liberation Organisa¬ 
tion guerrillas may intervene 
to end fierce battles on the 
edge of Israel's Security Zone 
in south Lebanon. Page 4 

Quake rescue bid 

Rescue teams fought to free 
scores of people trapped under 
concrete and twisted metal 
in the mountain city of Baguio, 
northern Philippines, devasted 
by an earthquake that killed 
at least 300 throughout the 
country. 

Greek island ablaze 

Firefighters backed by soldiers 
and water-dropping aircraft 
battled forest fires sweeping 
the Greek tourist island of 
Samos. The blaze was report¬ 
edly started by a discarded 
cigarette. 


USINOR Sacilor. French 
state-controlled steel company. 
Is planning to boy Edgcomb. 
one of the biggest independent 
s&eel merchants in the US with 
sales of $600m last year. 
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oiK*AK prices were agam 
undermined by the absence 
of buyers. 
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The London daily price for 
raws fed $17 to £388 a tonne, 
while the New York March 
contract fall below 12 cents 
a lb in early trading. Commodi- 


MARKETS: In Tokyo the Nik¬ 
kei Closed up 15016 at 33,17228. 
In Frankfurt the DAX closed 
at 2£6 lower at 1,929.00. while 
in Paris the CAC 40 index 
ended 3.91 up at 2,019.50. Back 
page. Section H 

UK Public Sector Borrowing 
Requirement for June was 
£ 2. 6bn ($4.7bn) the highest 
since March 1988, and double 
the City of London's average 
forecast. Page 16 

US is facing strong pressure 
from the semiconductor indus¬ 
try to block the sale of a key 
equipment supplier to Nippon 
Sanso of Japan. Page 16 

SOUTHLAND, parent company 
of 7-Eleven convenience stores 
group, has reached a restruct¬ 
uring agreement with its bond¬ 
holders* steering committee 
and Japanese investors in a 
bid to avoid the bankruptcy 
court. Page 20 

CITICORP, largest US commer¬ 
cial banking group, reported 
a 37 per cent drop in second 
quarter net Income. Page 17 

Id. Britain's biggest manufac¬ 
turing company, has set up 
a new division in high-value 
speciality chemicals. Page 10 

REV CO, US drug store chain, 
faced terms of a S1.3bn lever¬ 
aged buyout that were too 
onerous, a bankruptcy court- 
appointed examiner has deter¬ 
mined. Page 17 

GIANCARLO Parretti, contro¬ 
versial Italian financier who 
Haims he will come up with 
S1.3bn to acquire MGM/UA, 
the Hollywood studio, wrote 
a S53m cheque to MGM as part 
of the deal. Page 20 

BANK of Melbourne, Austra¬ 
lian building society trans¬ 
formed into h ank, had to dis¬ 
tribute extra cash to branches 
to cope with second day of a 
run on the bank. Page 4 

JOHANNESBURG Consoli¬ 
dated Investment, South Afri¬ 
can mining house, reported 
a 73-2 per cent decline in com¬ 
bined after-tax profit at its two 
mature gold operations in the 
latest quarter to June. 

Page 21 

MAN, West German commer¬ 
cial vehicle maker and engi¬ 
neering group, said it had with¬ 
drawn from negotiations for 
the takeover of Enasa. Spanish 
state-owned truck producer. 
Page 18 

POUDERLES Rdunies de Belgi¬ 
que, major Belgian gunpowder 
and munitions group owned 
by Astra of UK, was put into 
liquidation. Page 17 

TRANSLINK Joint Venture, 

UK half of the Anglo-French 
channel tunnel consortium, 
Transmanche r-ink , faces pros¬ 
ecution by the UK Health and 
Safety Executive as a result 
of a death last year. Page 10 
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Political, economic and cultural collaboration likely to include non-aggression pact 

Soviet-German treaty planned 


D S523A 


By David Marsh in Bonn 

THE SOVIET Union and a 
united Germany are to sign a 
package of measures on politi¬ 
cal, economic and cultural col¬ 
laboration which is likely to 
include a non-aggression pact. 

Chancellor Helmut Kohl of 
West Germany said yesterday. 

A full co-operation treaty 
with Moscow is likely to be 
completed by next summer, 
establishing a framework for 
regular political consultations 
of the kind Bonn already con¬ 
ducts with France, Britain and 
Italy. 

Mr Kohl said n united Ger¬ 
many with full sovereign 
rights would, after the new 
year, renegotiate with the 
respective countries the pres¬ 
ence of US. British and French 
forces in Berlin. These will 
remain until the Soviet forces 


hove pulled out of East Ger¬ 
many. 

Mr Kohl said that further 
German financial help for 

Moscow would only be forth¬ 
coming once President Mikhail 
Gorbachev put into effect com¬ 
prehensive economic reforms, 
scheduled for September. Ger¬ 
many would "completely over¬ 
reach itself* in trying to pm 
together an aid package for the 
Soviet Union without its west¬ 
ern partners, Mr Kohl said. 

Giving details yesterday of 
Monday's agreement with Mr 
Gorbachev to clinch German 
unity, Mr Kohl stressed that 
Germany would remain in a 
“firm alliance with the free 
democracies of Europe and 
North America." 

Nonetheless, the suggestion 
of a formal bilateral pact with 


Moscow is likely to stir suspi¬ 
cious in other western capitals 
about an eastwards shut in 
Germany's militaiy pedicles. 

Mr Kohl stoutly rejected 
comparisons with the German- 
Soviet Ra polio treaty Of 1922, 
u-idc-Iy seen as laying the basis 
for the two countries' non-ag¬ 
gression pact in 1939 which 
paved the way for the Second 
World War. 

Unlike in 1922. “Germany is 
not proceeding along a go-it- 
alone path." Mr Kohl said. 
“Both world powers (the Soviet 
Union and the US) are b a c kin g 
German unity. Reunification is 
taking place within the full 
political integration of 
Europe." 

Jn Washington, President 
George Bush said Moscow’s 
willingness to accept Nato 


membership of a uni ted Ger¬ 
many was a strong contribu¬ 
tion to stability in Europe and 
praised Mr Gorbachev and Mr 
Kohl for “exceptional qualities 
of leadership." 

Mr Bush's remarks followed 
a 30-minate telephone conver¬ 
sation with Mr Kohl yesterday 
and a 40-minute call to Mr Gor¬ 
bachev during which he 
briefed the Soviet leader on the 
Nato summit in London earlier 
this month and the subsequent 
Group of Seven, economic sum¬ 
mit in Houston. 

Mr Kohl confirmed that the 
date for the all-German parlia¬ 
mentary elections is likely to 
be December 2 - the date 
which will, for practical pur¬ 
poses. seal political union. 

Expounding on the security 
accords reached with Mr Gorb¬ 


achev during talks on Sunday 
and Monday in the Soviet 
Union, he said that all Soviet 
soldiers would leave the pres¬ 
ent territory of East Germany 

by 1994. 

This would coincide with the 
50th anniversary of the Red 
Army’s advance into Germany 
towards the end of the Second 
World War. 

During the three- to four- 
year interim period while the 
Soviet Union was withdrawing 
its troops from East Germany, 
no Nato troops would be 
deployed on East German sofi. 
Thereafter. Nato-integrated 
troops from the German army 
would be permitted on the area 
of present-day East Germany, 
but neither foreign troops nor 
nuclear weapons would be sta¬ 
tioned there. 


Agreement reached on Polish problem 


By Robert Mauthner, Diplomatic Correspondent, In Paris 

THE FOUR wartime allies and 
the two Germaays yesterday 
cleared the last external obsta¬ 
cle to German unification 
when they reached complete 
agreement on the contentious 
Polish border question. 

The accord opens the way to 
a settlement before the end of 
the year of the whole "German 
question” which has plagued 
east-west relations since the 
end of the Second World War. 

The agreement was reached 
at a meeting in Paris between 
the six foreign ministers of the 
four wartime allies and the two 
Germanies, and Mr Krzysztov 
Skubiszewski. the Polish For¬ 
eign Minister. 

The Polish problem was the 
only major issue still outstand¬ 
ing in the so-called "2 plus 4” 
talks after Monday’s agree¬ 
ment between Soviet President 
Mikhail Gorbachev and Mr 
Helmut Kohl, the West Ger¬ 
man Chancellor, accepting 
Nato membership of a united 
Germany. 

Under the agreement 
reached in Paris, Poland has 
achieved two of its major 
objectives: that its western bor¬ 
der should be its present fron¬ 
tier with East Germany, gener¬ 
ally described as the 
Oder-Neisse line, and that it 
should be guaranteed by a 

treaty between a united Ger- parttrfrBmb; at the German 1 
many and Poland. The Poles Jsmes 

tave ate won an undertaking BdSd 

that the agreement on their 

frontier will be specifically will deal exclusively with the 
mentioned in the final docu- German-Polish border. It will 
meat of the “2 plus 4” negotia- be signed "in the shortest time 
turns. possible” after German, unifica- 

The agreement foresees that tion, not before, as the Poles 
two separate treaties will be had originally demanded. Zt 
concluded between a unified will not cover war reparations 
Germany and Poland. The first or the question of German 



-v t 


Participants at the German imtftoatiim talks in Paris, from igffc West Goman Fordsn Minister Ha&s-Dletzich Gensdraz US 
Secretary of State James Baker, Polish Foreign Mhrfwtpr Krzysztov Skubiszewski; French Foreign Minister Roland Dumas; Soviet 
Foreign Minister Eduard Shevardnadze, British Foreign Secretary Douglas Hurd and East German Foreign Minister Marin is Meckel 


minorities in Poland. 

The four allied powers have 
undertaken to declare that 
"the borders of a united Ger¬ 
many will be definitive in 
nature and that the definitive 
borders gimow not be put into 
question by any event or cir¬ 


cumstances of an external 
nature.” 

In answer to concerns that 
this phrase could «wn«ri* the 

nUfeg +n st militar y iii te r TO ti U nm 

to defend the Polish borders, 
Mr Skubiszewski formally put 
it on record that Poland did 


not consider such a declaration 
as an absolute guarantee. 

The second treaty will be 
one of "friendship and good 
neighbour lines s" which will 
probably include a number of 
other outstanding Issues not 
Continued on Page 16 


Moscow cut 
oil supplies 
without 
warning 
say Czechs 

By Leslie Colttt in Prague 

CZECHOSLOVAKIA yesterday 
accused the Soviet Union of 
cutting oil supplies severely to 
the country without warning, 
and said it was forced to raise 
petrol prices by at least 50 per 
cent to curb consumption. 

Mr Vladimir Dlouhy, the 
Economics Minister, said 
Moscow “unexpectedly” 
oinchwi oi] supplies to Czecho¬ 
slovakia by 35 per cent this 
month, after previous smaller 
cuts. A 30 per cent drop in oil 
was signalled for the next 
three months. 

Overall. Soviet oil deliveries 
were 16 per cent lower this 
year and would be “substan¬ 
tially" less next year, he told 
the Financial Times. Czecho¬ 
slovakia was this year to have 
received 16m tonnes of crude 
oil from the Soviet Union, as 
in past years. 

The Czechoslovak Govern¬ 
ment said yesterday that pet¬ 
rol prices would rise by at 
least 50 per cent from their 
present 9 korunas (33 cents) a 
litre for super and 7.50 koru¬ 
nas for diesel. Exact rises 
would be announced later. 

In Prague, meanwhile, 
angry motorists formed mile- 
long car queues at petrol sta¬ 
tions across Czechoslovakia. 
“It looks like Brezhnev’s 
revenge,” one motorist, queu¬ 
ing patiently for petrol in 
Prague noted dryly. 

Mr Dlouhy said petrol 
reserves had sunk to only a 
few days’ supply, while the 
Government feverishly sought 
alternative sources. 

Mr Vaclav Klaus, the 
Finance Minister, said the 
Government was not officially 
notified of the oil cutbacks by 
the Soviet Government, hut 
was simply informed by the 
Czechoslovak oil importer. 
Prague repeatedly asked 
Moscow for talks, but senior 
Soviet economics officials said 
they were involved in prepara¬ 
tions for the recent Soviet 
party congress. 

Mr Slavomlr Stracar. the 
Czechoslovak Minister of For¬ 
eign Trade, will confer on the 
oil crisis in Moscow next 
week, and Mr Yuri Maslukov, 
the head of Gosplan, the 
Soviet planning commission, 
has agreed to meet Mr Dlouhy 
in Moscow in early August. 

Moscow has recently 
reported growing difficulties 
with oil production, and said 
last week that deliveries to 
eastern Europe overall would 
be curtailed by 7m tonnes. 

Hungary also recently com¬ 
plained of shortfalls in Soviet 
Continued on Page 16 


Tuffier faces bankruptcy after 
Paris stockmarket volumes fall 


By William Dawkins in Paris 

A CRISIS at Tuffier et 
Associes. one of the largest 
independent French stockbro¬ 
kers, deepened yesterday when 
its biggest outside shareholder 
said it would only support the 
firm if it first filed for bank¬ 
ruptcy. 

A defiant Mr Thierry Tuffier, 
founder and chairman, last 
night said he would continue 
looking for alternative backers 
before deciding - probably 
this evening - whether to 
accept the terms. 

*1 would prefer something 
better... We axe suffering from 
the market's lack of faith in 
our ability to survive,” said Mr 
Tuffier, who estimated that the 
firm needed FFrZOOm ($36m) in 
fresh treasury funds to restart 
operations. 

Tuffier was last week forced 
to suspend all operations by 
the Conseil des Bourses de 
Valeurs (CVBX the stock mar¬ 
ket regulatory authority, on 
the grounds that it was tempo¬ 
rarily insolvent 

It is the first serious casualty 
caused by a downturn in trad¬ 
ing volumes, as a result of 
which up to two-thirds of Par- 
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is’s 45 stockhroking firms are 
believed to be making losses. 
Ml Tuffier a»M margins and 
volumes bad both fallen by 15 
per cent since the start of the 
year, causing a "crisis of profit¬ 
ability." 

The firm has for the past few 
days been locked in negotia¬ 
tions with Basques Populaires, 
the retail hanirfag group which 
owns 12.45 per cent of Tuffier’s 
equity capital, the biggest sin¬ 
gle stake, and which has lent 
the firm FFr20Qm in medium 
term and revolving credits. 

Mr Tuffier declined to name 
alternative backers, although 
market sources speak of Scan- 
dinavlska F-Trairiiria Banfcen of 
Sweden as a possible buyer of 
at least Taster's fond manage¬ 
ment division. However, a pas¬ 
sible solution involving an 
unnamed UK group has not 
come to fruition. 

Mir Tuffier had no idea why 
Banques Populaires wanted to 
start bankruptcy proceedings. 
This would relieve the bank of 
any responsibility, as Tuffier’s 
new owner, for paying off its 
other drills and tnakw it easier 
to lay off staff, said analysts. 


MARKETS 




The first hint of the crisis 
came with Tuffler's announce¬ 
ment last week that it was to 
cot its staff by 100^ a third of 
the totaL 

The CBV was yes¬ 

terday evening to decide 
whether to continue Tuffier's 
suspension, which seems inevi¬ 
table in the light of Banque 
Populaire’s demand. While the 
CBV cannot demand bank¬ 
ruptcy, continued suspension 
leaves Tuffier tittle choice. 

All French stockbrokers* 
margins have been squeezed 
since last July’s atamrimnwpni- 
of fixed commissions which, 
combined with a decline in 
trading volumes and an 
increase in competition, has 
hit profits. 

• The stock emhflTigg watch¬ 
dog, the Commission des 
Operations de Bourse, has 
uncovered an increase in finan¬ 
cial wrong-doing over the past 
year. It sent 21 reports to the 
public prosecutor last year, up 
from eight in 1988. They allege 
insider dealing, fraud, the 
disse mination of fai«p informa¬ 
tion among other crimes, 
the COB’s annual report. 


THE FX RATES IN 
THIS NEWSPAPER 
ARE OUT OF DATE! 

Things never look quite the same the morning after the night before. 
Buying foreign exchange today using yesterday's rates as a yardstick 
will give you a nasty headache. Cognotec is the tonic. 

During the month of June, there were wide gulfs between the 
previous day*s close and the following morning's opening prices. 
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New York (unritUme: 

$1.8134 

London: 

S1.812 (1.804) 
DM2.9825 (same) 
FFr10.0025 (same) 
SFrZ5475 (£-5575) 
V268.75 (287.0) 

C index 94.0 (93.8) 
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New Yoric Come* Aug 
5383.0 (364.5) 

London: 

5361.25 (302.73) 

N SEA OIL (Argus) 
Brent 15-dqy Sep 
518.3 (18.45) 

Chief price changes 
yesterday Page 17 


New York lunchtime: 
DM1.6455 

FFr5522 

SFrt.406 

Y146.1 

London: 

DM1.648 (1.653) 
FFr5.52 (5.545) 
SFrl.406 (1.417) 
Y148.35 (148.05) 

S index 65.7 (same) 
Tokyo close: Y148L20 

US (unohUme rates 

Fed Funds 8.0% 
3-mo Treasury Bills: 
yield: 7.625% 

Long Bond: 

103A 

yield; 8.45% 


FT-SE100: 

2,415.0 (+8.5) 

FT Ordina l y : 

1.912.9 (+12.0) 

FT-A Ad-Share: 
1,18241 (+0.4%) 
New York fancMme: 
DJ ind. Av. 

2.992.33 (-7.42) 

SiP Comp 
368.46 (-2.49) 
Tokyo: Nikkei 
33,17236 (+15055) 


Even the opening rate is only good for a couple of minutes, 
because foreign exchange and interest rates move constantly through' 
out the day as banks quote new, competing prices. 

Even minor events can move the mar ket. But for less than £10 
per day, Cognotec puts the market on your desk, and offers: 

• Competing quotes from the major London and international banks 

* Graphs, trends, news and analysis 

• Calculation suite for spot, forward, broken date and other contracts 

* International mul tibank balance reporting 

We can provide a link to Cognotec from your 
P.C. or alternatively install a simple to use 

“push button” te rminal. MaaOjmiimi 


a-monOi Interbank: 
closing 14 3£% (14&) 
LMe long gBt htara: 
Sep 64 U (85,!) 


For further information, callJane Bain on (071) 7021320 
or write to her at: Cognotec Services Ltd 
International House, 1 St Katharine *s Way, London El 9UN 
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De Mita challenge undermines Andreotti coalition’s edifice 


By John Wytes in Rome 

WITH almost predictable 
punctuality the none too distant 
thunder of a political crisis can be 
heard in Rome just as the Italian 
coalition led by Mr Ginlio Andreotti 
is settling into the presidency of the 
European Community. 

Understandably, he and his minis¬ 
ters want to anfpiTt themselves well 
in this international role. This 
makes them vulnerable to the odd 
bit of blackmail backed by threats of 
political crisis to which e ve ry Italian 
coalition is subject from its compo¬ 
nent parties. 

These numbered five when the 
Andreotti coalition began a year ago, 
but an amoeba-like split in the domi¬ 


nant Christian Democrat (DC) party 
has created an extra appendage 
which now seriously threatens the 
government’s equilibrium. 

When the DC’s left faction, led by 
Mr Ciriaco De Mita, raised the flag of 
revolt against the party leadership 
six months ago, its spokesmen 
blandly asserted that there was no 
reason why they should be seen as a 
rfggggr pointed at the government’s 

heart 

Mr De Mita and his colleagues, 
who represent about a third of 
Italy’s largest party, -were resigning 
their party offices, they said; but 
they were loyal Christian Democrats 
who cared only for the good of the 


nation, and the left’s five ministers 
would remain loyally at their posts. 

Yet on Friday Mr Andreotti may 
have to turn a vote on a biU estab¬ 
lishing Italy’s first regulatory frame¬ 
work for television into a motion of 
confidence in the Government 

"Governments can die of confi¬ 
dence.” says Mr De Mita, leaving 
open the possibility that his friction 
may still join the opposition and 
defeat Mr Andreotti's coalition. 

What is happening inside Italy's 
largest party to prompt such an 
insurgency by a man who led the DC 
for seven years until February 1989? 
Quite simply, Mr De Mita has lost 
power, he wants to regain it ami is 


ready to bloody a few noses. 

His first aim would seem to be to 
prove the leadership of Mr Amaldo 
Forlani a failure. Mr Forlanl 
replaced him as party leader IS 
months ago with the help of Mr Amt 
reotti, and an em harassing political 
crisis would not be helpful to either. 
Quite how it would deliver a major¬ 
ity for Mr De Mita at the next party 
congress, sometime in 1991, remains 
a mystery. 

Mr De Mtta’s second objective is to 
dimmish the power of Mr Bettmo 
Craxi, the Socialist Party leader, 
without whose s u p p o rt the DC ? nd 
the three smaller lay parties have no 
parliamentary majority. He accuses 


Mr Foriani of selling cut to Mr Craxi 
and accuses Mr Craxi of having sold 
out to Mr Silvio Berlusconi, the king 
of Italian private television. 

Mr De Mita has been resisting 
compromises an. tbs television. biU 
which would weaken a total ban 
(voted by the Senate) on advertising 
spats during the transmission of fea¬ 
ture films initially made for cine¬ 
mas. This could cost Mr Berlusconi 
L200bc-L300tm ($164m - 3247m) ) a 
year and might even Lower bis pay¬ 
ments to the Socialist Party. 

The DC left also wants to remove 
the existing ceiling on the advertis¬ 
ing revenue winch supplements the 
licence-fee income of the three tetevi- 


sfon Channels of the Rai, the state 

television network. 

Mr Craxi has been fighting hard to 
defend Mr Bertusconfs comer, while 
u r gin g Mr Foriani to deal with. Mr 
De 

Tbe Socialist leader Is particularly 
enraged by the feet that even as lie 
brandishes one threat of crisis, Mr 
De Lfita is joining with the Commu¬ 
nists in preparing another - a refer¬ 
endum which would force the politi¬ 
cal parties to bring in a new 
electoral system. 

Mr De Mita wants change s which 
would leave the choice of govern* 
ment to the electorate and reduce Mr 
Ctaxi’s ability to bufid coalitions. 


opposition 

backs ethnic 

rights for 
the Kurds 

A VIGOROUS call for Turkey's 
Uan Kurds to be given ethnic 
rights has thrown the po3itiod 
spotlight on an issue that chal¬ 
lenges a tenet of the mode m 
republic’s founder, Mustafa 
Kernel Ataturk, Renter rejects 
from Ankara. 

The call by the main apposi¬ 
tion Social Democrat Populist 
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hid to form the so-called Euro- 


Mr Jean-Pascal Delamuraz, 
the Swiss Economy Minister, 
said Efta wanted to adopt as 
much EC law sb possible deal¬ 
ing with free movement of 
goods, services, capital and 
people between the two groups. 

“We have considerably 
reduced what could be consid¬ 
ered desirable in terms of 
exceptions to what is really 
and substantially indispens¬ 
able," he said. 


attempts to maintain stability 
by trying; so far in vain, to 
form a government of national 
consensus aimed at bringing 
Bulgaria out of decades of 
backwardness and misrule. 

In neighbouring Serbia, the 
largest of the republics in 
Yugoslavia, Mr Slobodan Mil¬ 
osevic, the nationalistpresi- 
dent, this week changed the 
Communist Party's name to 
the Socialist Party in an 
attempt to woo toe electorate. 

Despite the new ima g*> and 
lan g uag e of reform, Mr MSos- 


sation sweeping through the 
other republics. 

But by appealing to Serbian 
history and by rannxng rough¬ 
shod over the ethnic Albanians 
in Kosovo, Mir Milosevic is risk¬ 
ing the fragmentation of the 
Yugoslav federation as each 
republic attempts to defend its 
autonomy against encroach¬ 
ment from powerful Serbia. 

hi Albania, President Ramiz 
Alla is as obsessed as his pre¬ 
decessor, the late Enver 
Hoxha, about his country’s 
independence and power. 


instead Mr Alla confidently 
turned his back on the exodus 
of 5,000 of his countrymen 
while several embassies at the 
weekend closed their doors. 
Europe does not want a second 
wave of asylum seekers. 

.Mr Alia has promised Alba¬ 
nians a passport, but they 
require hard currencies for 
visas. Since it is Illegal to hold 
n&rd currency, they cannot go 
anywhere. So pressure for 
change is likely to build up. 
Albania may well follow the 
E e m a n ian road towards revo- 


largely peasant (and conform¬ 
ist) population. Feasants were 
forcibly up-tooted and rapidly 
transformed into an in du strial 
class with no working rfaaa 
traditions. 

They came to depend on the 
state for their livelihood and 
political protection. This deep* 
ened their conservatism, con¬ 
formism and passivity. 

Nor do these countries (with 
the exception of the dwindling 
ethnic German minority 
the Hungarian community in 
Romania) have articulate 


/\ democratic forces, 
J. 1. emlxxHed in the dissi¬ 
dent movements of Poland, 
Hungary and Czechoslovakia 
continually confronted the 
communists’ monopoly of 
power, the communists in Bul¬ 
garia, Romania and Albania 
had unbridled scope ruthlessly 
to impose totalitarianism. 

The Romanian experience, to 
which Mr Alia recently made 

vailed references, suggest that 
the greater the repression, the 
greater the potential for 
upheaval from a society in 
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nnmisrn dgrotoped inoonserva- 

tive, conformist workers told 

peas ants a deep diatrost far the 

country’s tiny political and 
intellectual flHws 
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in Bulgaria and Romania, will 
come from within; But this 
time, there is no -organised 
opposition, no “reform" com¬ 
munists within the ruling 
A lba nian Party of Labour 

Instead, change will come from 

the ma ss e s who may weU set 
the fuse to the Balkan tinder- 
box. 
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US raises hurdle Texti,e ? 

. <. . quotas l 

in way of pact 


on services 


By William DuOforain Genova 
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DISAGREEMENT over elvU 
aviation, shipping, hanking 
and securities Markets has 
thwarted an attempt to have a 
draft framework agreement on 
the liberalisation of trade in 
services ready for next week's 
meeting of Use Uruguay Round 
Trade Negotiations Committee 
(TNQ, 

US negotiators have refused 
to accept the premise enunci¬ 
ated by the European Commu¬ 
nity and many other countries 
that a General Agreement on 
Trade in Services (Oats) mast 
embrace all services. 

Washington Insists on 
retaining Urn option to exclude 

certain services ■- civil avia- 
tjan, tra nsp ort. Pra m - 

dal services ami possibly tele¬ 
communications - from the 
umbrella agreement. 

As a result, the draft pres¬ 
ented ye st erday by Mr Felipe 
JaramlUo. chairman of the 
group negotiating on services, 
contained a blank page under 
the heading '•coverage'*. 

The omission is important 
because countries will not sub¬ 
scribe to other dements in the 
complex liberalising mecha¬ 
nism detailed In the draft Guts 
before tin scope of the agree¬ 
ment has been clarified. 

Trade officials point out 
that, if the CS reserves the 
right to exclude services it con¬ 
siders particularly sensitive, 
other countries will claim the 
right to leave out other service 
sectors and the Gats would fall 
apart. . . 

US Insistence on retaining 
the option to exclude has sur¬ 
prised officials. The Americans 
were the first to press for talks 
on services to be included in 
the Uruguay Round. 

Last month, they presented 
37 countries with lists of barri¬ 
ers to trade in services that 


However, the Bush Adminis¬ 
tration has not delivered on its 
own side. It appears to be 
unable to change the attitudes 
of industrial lobbies, which 

want to keep civil aviation and 
shipping. In particular, out of 
Gats. 

Initially, financial services 
were taken to be the biggest 
Stumbling block. The US Trade 
Representative's Office was 
fighting a battle against the US 
' Treasury which sought to have 
banking and securities markets 
given special status, partly for 
regulatory reasons. 

■ Now, an understanding 
readied among the leaders of 
the seven big industrial powers 
at their Houston Summit last 
week has Improved the pros¬ 
pects of Including financial ser¬ 
vices in Gate, probably with 
special sectoral rules being 
applied. 

Another problem unresolved 
In the draft text concerns the 
EC’s demand that Gats should 
provide for effective access to 
foreign markets. Japan opposes 
the indiMinn of specific com¬ 
mitments. 

The EC argues that applica¬ 
tion of the principles of 
national treatment and non¬ 
discrimination would not on 
their own ensure access to 
markets, such as Japanese 
banking and securities mar¬ 
kets, where special regulations 
apply, ■ 

The draft: does reflect a com¬ 
promise over the mechanics of 
liberalisation, which aims at 
satisfying developing coun¬ 
tries. initially, countries will 
Indicate which services sectors 
they are prepared to liberalise 
and will negotiate reciprocal 
benefits in those- 
At a second stage, they will 
be expected to accept general 
liberalisation, except for any 
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calling for tniHai commitinents 
on liberalisation before the end 
of the Round. 


later stages, these schedules 
themselves would be the sub¬ 
ject of negotiation. 
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Europe ‘should prepare 
for farm support cuts’ 

By David Buchan and Thn Dickson in Brussels 

EUROPE should start "already paid a ticket" by cut¬ 
preparing Itself and Its farmers ting Cans support by some 
for the consequences of. some glObn (&L58bn) over the post 
a gricultura l sup po rt 1 cute in zr-six years. This past-cootrEbu- 
compromise with the US that tfonto reducing trade dtetor- 


,compromise with the US that 
' 7 ~~® could wrap the Uruguay-Round 

m acanaoff trade satiations, Mr Rrniato 

. Ruggiero, Italian trade minis- 

: , gai mKtak ter. said yesterday. 

* tbs raBfa- Mr RugSTwbose country 
ape afonraw; t currently holds the EC presi- 
2 CUW fiif dency, said it was his “deep 
»crid 2 s wdiac belief that the real problem cd 
:* speak ink the agricultural nego tiati ons is 
ages as mM we have not focused attention 
: 3 s. r on what would be the conse- 

n in eSflrtttfe quences (of a Gatt accord), 
national idrf because we have been so eager 
the eosBpifc to avoid discussion of them". 

? apt re, rtffe The minister was speaking 

hts to Km*£ after diairing a Gatt discussion 

groups. In which he and ministers of 

cmth-easl« the other 11 EC states broadly 

-tor's Re* ^ endorsed the general conelu- 

rideh berit sions reached at last week's 

" Houston summit, as guidance 

Jj h tB for the Commission to partici- 

ie - ,i.( M at pate in next week’s meeting of 

speaUW Gait's Trade Negotiating Corn¬ 
el:,I lav 8 ? (TNQ. 

But Sir Ruggero made clear 

t he would use his influence as 
^ ‘ruffes: EC president during the Ura- 
uguay Round's final six 
S 1 nra- a months to try to get the Com- 

c tte inanity to think through the 

r porsuW implications of the “substan- 

eutes. jV tlal . progressive cats” In Cam 

a’diK support heralded at Houston, 

switosst-® His concern was apparently 

, busier, echoed by Mr Arthur Dunks!, 
ipmsl5^ Gatt secretary-general, who 

iji MaEddfc- yesterday was re por ted to have 

complained in a private meet- 
ii 'isc^Sc log with Members of the Euro- 

^repw pean Parliament here that 

Ufsere&’i European leaders were not 

rfi politically preparing EC form- 

, onj ers for sacrifice in the way US 

1 wines.' farmers had been prepared by 

& their Administration. 

“ft will be extremely difficult 
r ii &T- to arrive at a satisfactory solu- 

sr . ► tion unless we have taken care 

iufl*S of the anxieties of the fanning 

world." Mr Ruggiero said. 
“SET# He noted that the EC had 
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tion' to reducing' tra d e distor¬ 
tions meant European, agriculr 
ture "would not be prepared to 
make a new contribution, 
unless it was given a long-term 
perspective. 

“Has anyone told the (EC) 
farmers about cuts which 
might come?", Mr Ruggiero 
said, adding that in his view it 
was for the Brussels Commis¬ 
sion to take the lead in clarify¬ 
ing the long-term perspective 
for European agriculture. 

At a press conference, Mr 
Dunkel said he hoped Gatt par¬ 
ticipants would take “a multi¬ 
lateral step in respect of the 
proposals made by Mr Aart de 
Zeeuw". the Dutch author of 
the Gatt compromise paper on 
agriculture. 

After yesterday morning's 
EC discussion, Mr Ruggiero 
hailed as positive the fact that 
ministers of the Twelve had 
decided “not to try to amend, 
but make constructive com¬ 
ments on, the de Zeeuw 
paper". 

Mr Dunkel explained that 
the de Zeeuw paper “should 
not be seen as a prefiguration 
of what the final concrete doc¬ 
ument will be in the field of 
agriculture. It is an excellent 
guide for the negotiation, in 
that it should bring the partici¬ 
pants into the negotiations 
proper on the different ele¬ 
ments of the agricultural pack¬ 
age-. 

Earlier, several EC states 
had signalled their unhappi¬ 
ness with Mr de Zeeuw's stress 
on export subsidies and his 
choice of 1986 as the starting 
date for measuring form sup¬ 
port reduction. 

But Mr Dunkel said the doc¬ 
ument “could be a useful tool 
- it doesn’t mean you have to 
adopt it”. 
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Italy can 
limit bike 
imports 

ITALY can temporarily limit 
imports of small Japanese 
motorbikes to ease strain on its 
domestic market, the European 
Community's executive com¬ 
mission said yesterday, Reuter 
reports from Brussels. 

The commission said that a 
sudden surge of imports could 
upset the industry In Italy, 
which is attempting to develop 
a small range of motorbikes to 
compete with third countries. 

The industry had already 
lost 14,100 Jobs, the commis¬ 
sion added. 

The import curbs apply to 
bikes below 360cc engine 
capacity. 

Italian producers sold 46£12 
of these bikes in 1989, down 
from 53.721 in 1987. 


Soviets told that payment 
delays may hit funding 


IT may be hard for Japanese 

financial institutions to pro¬ 
vide funds to the Soviet Union 
white it continues to delay jay- 
meats to Japanese companies, 
an official of the Japan Federa¬ 
tion of Economic Organisa¬ 
tions (Keidanren) said yester¬ 
day, Reuter reports from 
Tokyo. 

“I hope the Soviet Union's 
foreign currency reserves 
improve," said Mr Isamu 
Yamashita, who was yesterday 
named chair man of the Japan- 
Soviet Business Cooperation 
Committee of Keidanren, the 
county’s leading business 
organisation. 

Soviet companies began to 
delay payments from the end 
of test year because of a short¬ 
age of foreign exchange. 

Soviet companies owed at 


May 31 this year a total of 
$444.46m to the 15 Japanese 
companies that account for 
about BO per cent of Soviet 
trade, data supplied by the 

Japan Association for Trade 
with the Soviet Union and east 

Europe show. 

The Keidanren committee 
will meet Soviet officials in 
Tokyo in late January to early 
February, but has no immedi¬ 
ate plans to send a mission to 
the Soviet Union. The last such 
meeting took place in Moscow 
in August 1989. 

The committee will also hold 
a seminar In the Siberian cities 
of Khabarovsk and Irkutsk in 
August on quality control, pro¬ 
duction management and how 
to trade with Japanese compa¬ 
nies. 


WORLD TRADE NEWS 


quotas bill 
set to pass 
Senate 

By Nancy Dunne in 
Washington 

LEGISLATION establishing a 
new global quota system for 
American textile and apparel 
imports was yesterday expec¬ 
ted easily to pass the US Sen¬ 
ate before going down as 
another futile attempt to pro¬ 
tect a beleaguered industry. 

The bill would wipe out the 
current bilateral quotas nego¬ 
tiated under the Multi-Fibre 
Arrangement and substitute, 
instead, worldwide quotas, 
which would exclude only 
fjmadn and Mexico. 

The textile and apparel 
Industries, though weakened 
by plant closures and the 
defection of some clothing 
makers, probably have enough 
backing to get the bill through 
both houses, but insufficient 
clout to muster two-thirds of 
the members for a veto over¬ 
ride. 

It Is not even certain that 
the Bouse will find time in its 
busy schedule to bring the leg¬ 
islation to the floor. 

Mrs Carla Hills. US Trade 
Representative. last week 
called the bill so “highly detri¬ 
mental to the overall interest 
of the US” that she would rec¬ 
ommend a veto. 

One week ago in the Hous¬ 
ton summit communlqod. 
President Bush endorsed. In 
the strongest terms thus far. 
US support for Liberalisation 
of “the textile and clothing 
sector through progressive dis¬ 
mantling of trade barriers and 
Its integration, under a pre cis e 
timetable into Gatt”. 

A spokesman for the Ameri¬ 
can Textile Manufacturers 
Association said the legisla¬ 
tion is a serious attempt to 
solve the Industry's problems. 
But the industry has also 
Joined with EC manufacturers ! 
to propose in the Round a dif¬ 
ferent quota formulation 
which would exclude the 
developed conn tries. 

Mr Michael Daniels, a law¬ 
yer for the US Association of 
Importers of Textiles and 
Apparel, yesterday dismissed 
the legislation as “a side 
show”. 

Still, It sends a message of 
strong support for the indus¬ 
try’s Interests to be kept in 
mind when the final package 
of Gatt reforms is submitted to 
the Congress next year. I 


Czech, trade, 
minister in 
UK talks 

By Stephen Fkfler 

MRS VLASTA STEPOVA, 


^TTTwfijV: I !% . < i Ih (T; 


Trade and Toart&m, has 
arrived in the UK for talks 
with government con¬ 

struction companies and repre¬ 
sentatives of consumer and 
tourism organisations. 

Her working visit will 
encompass shopping centres 
and talks with British compa¬ 
nies interested in developing 
business in Czechoslovakia. 

The companies include Trust 
House Forte, the hotels group, 
and Marks and Spencer. The 
minister will also meet senlor 
oflldals from the construction 
groups Trafalgar House, Bal¬ 
four Beatty and Bo vis. 

Her schedule includes dis¬ 
cussions with the National 
Consumer Council, the Con¬ 
sumer Association and the 
British and Scottish tourist 
authorities. 

Sirs Stepova’s responsibili¬ 
ties Include developing tour¬ 
ism in a country with a 
marked shortage of hotel 
accommodation. She was due 
yesterday to see Mr John Red¬ 
wood and Lord Strathclyde, 
ministers of state in the 
Department of Trade and 
industry. 

Mrs Stepova Is also to see 
Processor Brian Griffiths, head 
of the prime minister's policy 
unit. Czechoslovakia Is expec¬ 
ted to be a benefidary of the 
“know-how” fund established 
by the UK Government to pro¬ 
vide technical assistance for 
reform. 


Building exports at highest value since 1982 


By Andrew Taylor, Construction Correspondent 


THE VALUE or world 
construction export orders rose 
by almost a fifth last year to 
stand at their highest Level 
since 1982, according to a sur¬ 
vey of the largest 250 interna¬ 
tional contractors. 

Construction exports which 
had fallen sharply following 
tho collapse In oil prices during 
the mid-1980s have risen by 
more than 50 per cent since the 
end of 1987. 

The latest survey shows 
international contractors won 
$!l 2 . 6 bn in foreign contracts 
last year compared with 
$94.1 bn in 1968 and S73^bn in 
1987. 

Last year's total was still 
below the 5I23bn of foreign 
contracts won by the top 250 
International contractors in 
1982. 

The Middle East was then 
the largest construction export 
market, generating orders that 
year worth more than SSObn. 

The biggest and fastest grow¬ 
ing markets for cross-border 
contracts are currently Europe 
and Asia, according to the 
annual survey by ENR. a 
weekly construction magazine 
published In the US by 
McGraw-HilL 

The huge changes taking 
place In Europe, including the 
planned removal of trade barri¬ 
ers in 1992 between European 
Community countries, and the 


the easing of economic and 
political restrictions in eastern 
Europe, has created a market 
with enormous potential, con¬ 
tractors say. 

The value of export orders 
won by foreign contractors in 
Europe last year rose by 30 per 
cent to J25.4bn. This compares 
with $l5.4bn In 1988 and 
SlT^lbn in 1987. 

Earope has become the 
world's largest construction 
export market, closely followed 
by Asia where orders rose by 
19.5 per cent to $24.5bn last 
year. 

The strength of developing 
Asian economies in countries 
such as Korea and Malaysia 
has encouraged contractors, 
notably from Japan and the 
US. to forge joint ventures 
with local construction compa¬ 
nies. 

They have done so to win an 
increased share of construction 
work in Asia, ENR says. 

Macda Construction of Japan 
late last year signed a regional 
agreement with Ssangyon Con¬ 
struction of Seoul: Rust Inter¬ 
national of the US has a joint 
venture with another South 
Korean construction company, 
while Taylor Woodrow of the 
UK has operated from Malaysia 
since 1964. 

The post 18 months has seen 
an even large number of acqui¬ 
sitions, stake building and 


International construction orders 
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1980 82 84 86 88 


£ : : Brown A Root (US) 
Bechtel (US) 

M.W. Kellogg (US) 

§ ABB Lummus Crest (US) 
Boris bit (UK) 

Fluor Daniel (US) 

-! vi Davy Corp (UK) 

.-‘.is Dumez (France) 

• \ j JGC Carp (Japan) 
l Foster Wheeler (US) 


1989 

7.16 

6.62 


4.39 

4.38 

4.22 

3.91 

3.59 

2.97 


Joint ventures among western 
European contractors. 

French companies have been 
particularly active in acquiring 
stakes and making takeovers 
ahead of 1992. 

A feature of the increased 
ability of contractors to win 


International contracts has 
been their willingness world¬ 
wide to forge links with domes¬ 
tic contractors. 

Hits has given them access 
to markets which would have 
remained closed without the 
involvement of a local com¬ 


pany. Contractors hay® ;ate° 
become more sophisticated in 
raising private-sector finan ce 
to fund work which might oth¬ 
erwise not have taken place. 

US were the most 

mfcesqfi d last year in winning 
export orders, taking 34 per 
cent of all cross-border orders 
- an increase of 6.5 per cent 
over 1988. 

Japan's share of foreign con¬ 
struction orders remained vir¬ 
tually unchanged at 11.4 per 
cent. 

ENR gatd Increased construc¬ 
tion in Japan meant major 
builders were reported to be 
“re-assigning managers from 
overseas branches to domestic 
sites to make up for staff short¬ 
ages at home”. 

European contractors won 47 
per cent of export orders - 
some 5 per cent fewer than 
during 1988. France displaced 
Italy as Europe's biggest win¬ 
ner of cross-border orders, with 
HR per cent of the export mar¬ 
ket 

Britain was In second place 
with 11.3 per cent. Italy 
accounted for 9.6 per cent of 
international orders, with West 
Germany accounting for 7.6 per 
cent 

West German companies cur¬ 
rently have a very strong 
domestic market which will be 
boosted by reunification with 
East Germany. 


US financial group moves towards HK airport deal 


By John Elliott in Hong Kong 

MORGAN STANLEY of the US 
and Wardley. the merchant 
banking arm of the Hong Kong 
and Shanghai Bank, are negoti¬ 
ating the final details of two 
financial consultancy contracts 
which they are to be awarded 
on Hong Kong's planned 
HK$127bn (£9.lbn) airport and 
other related infrastructure 
projects. 

The Hong Kong Government 


is placing about 20 consultancy 
contracts for financial, plan¬ 
ning, legal and engineering 
work on the projects. 

Part of the consultants’ work 
will be to attract private-sector 
participation. 

International banks and 
financial institutions are 
waiting for China to give its 
blessing to the plans before 
expressing positive interest 


because the airport is not 
scheduled to open until early 
1997, a few months before the 
colony reverts to Chinese sov¬ 
ereignty. 

Morgan Stanley is to be the 
Government's overall financial 
adviser for all the projects, 
including viability of the air¬ 
port, where it wul work with 
Bechtel of the US, the overall 
project management adviser. 


Wardley will provide specific 
advice on raising funds for the 
airport. 

The Kleinwort Benson bank¬ 
ing group of the UK was 
appointed two months ago to 
advise on the financial aspects 
of a proposed design, construct 
and operating contract for 
HKS18bn fixed road and rail 
links to Lantau Island. The air¬ 
port is to be based on the 


island. 

A joint venture comprising 
Greiner of the US and Maun- 
sell Consultants Asia of Hong 
Kong last week signed a 16- 
month contract announced in 
May to draw up the master- 
plan for the airport 

The joint venture will also 
carry out civil engineering 
design and other preparatory 
work. 


AN OFFER LIKE THIS COMES ONLY 


ONCE IN 300 YEAR: 





Founded in 1695, Bank of Scotland is the oldest 
surviving UK clearing bank founded specifically to 
make the trade of banking, its amazing to think that 
we were in business 120 years before Napoleon met 
his W^terioo. 

As Bank of Scotland will be 300 years old in 1995 
we consider that such an occasion merits a special 
celebration and weTd like to offer you an opportunity 
to join in. 

To mark our anniversary we're issuing a special 
Tercentenary Bond which you can invest in now for 
maturity in 1995. 

The Bond carries an exceptional fixed rate of 
interest - 73.75% gross (53-31% net) over a five year 
term. This is a g uaranteed return payable on maturity 
no matter how low deposit rates may fell in the interim. 
What's more, you will also receive a Tercentenary 
Bonus amounting to 2-5% gross (1.87% net*) on your 
original investment. The equivalent compounded 
annual rate is 12% gross (9.46% net*). 

The minimum investment is £10,000 but there% 
no upper limit All applications to participate in the 
Tercentenary Bond must be received by 16 November. 
1990 but the Bank reserves the right to withdraw the 
offer at any time prior to the closing date. 


1695-1995 

— I N V E S T— 

€ 10,000 

-RECEIVE— 


To apply, please complete die coupon, enclose 
your cheque fora minimum £10,000 and take it to 
your nearest Bank of Scotland Branch. If this is not 
convenient please send it to Bank of Scotland, Central 
Banking Services, Central Deposit Centre, 2 Robertson 
Avenue, Edinburgh EH11ONR (FREEPOST), 

TERMS ANDCONDmONS 

1. Minimum Investment- £10,000 - no maximum. Additional 
deposits may not be addled alter the Bond is issued.. 

2. Investment period - 5 fears. 

3. Interest payable only on encashment or maturity whichever is 


X net of basic rate tax* ' 

m FIVE YEARS 

Including a special Tercentenary 
Bonus on maturity. 


4. Ibrouniraary Bonus of 2J% sitmu on the original capital 
investment is paid on maturity of the Bond. 

5. Early encashment will be permitted only in exceptional 
circumstance*. In such an event an annual rare of 12-2 S^o gross 
(9.184b net) will be paid (without compounding) for each year or 
part thereof during which the deporic is held. In the evenrofthe 
death of a Bond holder the foil amount of interest accrued, will 
be paid on encashment. 

6. Applications for subscription will be accepted from Tuesday, 

17 July. 1990 to close of business on Friday, 16 'November, 1990. 
However; the Bank reserves the right to withdraw die offer at any 
time prior to the dosing dace. 

7. Deposits will be accepted in both a personal and non personal 

capacity. 

8. The oflfcr is made fay Bonk of Scotland, Head Office, The Mound, 

Edinburgh EH11YZ. 


lAife enclose a cheque farC, .. (min. 00,000) u> be inverted hi a J 

Bank of ScocfanJ Tercentenary Bond. I/Wc understand iftuir tills amount 
together with accrued imocn will be repaid of the mi! of j five year period. 


FuBNamc(>) 



with a little help from 



Ocwpeiioftfi 


Rmlr/ft rinrli 

Hw bonk witi acknowledge receipt of yowilepMtaviiltia seven days. 

FIcik acml ime jppfcaiM aaJch^tfc le sow 
Kami Rafik BttcH Wteftekd 

ScoiImJ, Can fra I BaSLa^g Sdvitfr^CoWfteK 
OrpoHiCrMte. 2 MrmoaAftMH. 
ktknhuryk EMU oNH 
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OF 

AFRIENDFC3R LIFE j 


•Net tan are quoted no the ssmrnpdon diar bask rate tax remains u 2 9% ImMf Mid be paid f*f of talk tas hriiichmsybcredataiedbf aon^aj^ycnl or. «*W«t in the required ceitlficarioii. pore, only if Government 

proposals umounced in the Budgn are efucmL If the propouk m pot auatd or if the Docd ii encashed prior to 6 April, 1991 tmcrocwtH be paid net of liabtfey to basic axe cut which may nor he mbLmcd, 

Compounded Amunl Rase straws the gcv*th cxpreMcd so yo anvid met wfeh humst compounded m an annual bull. 
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Saddam attacks 
Arab neighbours 


Australia’s banking system tries to stop the-rot 

Kevin Brown reports on how one of the country’s safest banks is haunted by its building society roots 


over Opec quotas T 

<8“ which 

By Victor Mallet, Middle East Correspondent 


PRESIDENT Saddam Hussein 
of Iraq yesterday launched an 
unprecedented verbal attack 
on his Arab neighbours in the 
Golf and threatened to retali¬ 
ate if they continue to Root 
Opec oil production quotas. 

In a speech to mark the 22nd 
anniversary of the coup d’etat 
which brought the ruling 
Ba’ath party to power, Mr Sad¬ 
dam blamed overproduces for 
low ail prices and also accused 
Arab rulers of promoting 
American interests. “Oh God 




S a ddam; in thrpflt pnlng mood 

Almighty be witness that we 
have warned them," he said. 

“If words fail to protect 
Iraqis, something effective 
must be done to return things 
to their natural course and 
return usurped rights to their 
owners. 

“Iraqis will not forget the 
maxim that cutting necks is 
better than catting the means 
of living." 

Although he mentioned no 
country by name, Iraq has pre¬ 
viously criticised Kuwait and 
the United Arab Emirates for 
producing far in excess of their 
Opec quotas. However, both 
now seem prepared to cut pro¬ 


duction to pave the way for an 
agreement at next week’s Opec 
meeting in Geneva* 

Kuwait has particular reason 
to fear threats from neighbour¬ 
ing Iraq because of Baghdad’s 
irmpgfariding riainiS to Kuwaiti 
territory. British, and later 
Arab, forces were sent to 
Kuwait to deter Iraqi expan¬ 
sionism in 1961. . . 

Saudi Arabia, which has 
close ties with the US and 
which has worked hard to 
forge an Opec consensus, is 
also likely to be upset by the 
Iraqi leader’s remarks. 

Mr Saddam accused some 
Gulf states of stabbing Iraq in 
the back “with a poisoned dag¬ 
ger", and said the fall in oil 
prills in the first half of this 
year cost Iraq $14bn (£7^bn) at 
a time when it was trying to 
rebuild its economy. 

“The policies of some Arab 
rulers are American," be s aid. 
“They are inspired by America 
to undermine Arab interests 
and security.” 

The oil market was hardly 
affected by Mr Saddam's vigor¬ 
ous denunciation of his Arab 
neighbours. Opec’s determina¬ 
tion to cut overproduction has 
caused prices to rise sharply, 
but yesterday there was a cor¬ 
rection and September Brent 
crude was down 23 cents at 
$18.19 by late afternoon. 

Mr Saddam criticised the 
Arabs for not Tecognising 
Iraq’s achievement in the Gulf 
War - in which he was sup¬ 
ported by both Kuwait and 
Saudi Arabia - but he praised 
Iran itself for responding to his 
call lor a peace treaty. 

In Iran, President Ali Akbar 
Hashemi Rafsanjani was 
quoted as saying yesterday 
that Tehran and Baghdad bad 
narrowed their differences in 
their attempts to consolidate 
the 1988 ceasefire. 


Court quashes Sharon 
plan for Soviet Jews 


By Hugh Gamegy in Jerusalem 


ISRAEL'S Supreme Court 
yesterday overturned emer¬ 
gency building powers granted 
this mouth by the Government 
to Mr Ariel Sharon, the Hous¬ 
ing Minister, to help overcome 
a severe housing shortage 
caused by the immigration of 
tens of thousands of Jews from 
the Soviet Union. 

Although presented by Mr 
Sharon as an essential mea¬ 
sure to speed up building pro¬ 
grammes, the Supreme Court 
ruled in favour of a petition by 
Mr Avraham Poraz, a member 
of parliament, that the powers, 
approved by the cabinet on 
July l, were unreasonable and 
illegal. 

With housing starts lagging 
far behind anticipated needs 
and rents rising by as much as 
double in the space of a few 
months, the special measures 
allowed Mr Sharon, who has 
overall responsibility for immi¬ 
gration, to bypass building and 
land use ap proval procedures 
for three montha, He intended 
in that time to import and 
assemble 3,000 prefabricated 
units in up to nine locations 
around the country. 

The decision drew strong 
criticism, however, ranging 


from concern that the plans 
would simply create instant 
immigrant slums to objections 
to such broad powers being 
given to Mr Sharon, whose 
record as a minister indudes 
leading Israel into the disas¬ 
trous invasion of Lebanon-hr 
1982. 

The court ruling has 
abruptly clipped his wings. 

But it was not dear how 
great an effect it would have 
on his building plans. Since he 
was granted the emergency 
powers, new legislation has 
been enacted streamlining 
building approval procedures. 
His intention to import, over 
time, some 40j000 prefabs did 
not appear to be affected. 

However, the ruling under¬ 
lined the confusion and atmo¬ 
sphere of mounting crisis over 
the housing shortage. 

The Government, which is 
struggling to cope with the 
prospect of perhaps as many as 
25QJ0QO Soviet immigrants over 
the next 12 months, has in the 
past few weeks found itself 
unto increasing pressure from 
existing poor communities 
angered by rising rents and the 
subsidies given to new imnxi- 


PLO deploys guerrillas to halt 
Shia battles in south Lebanon 


HUNDREDS of guerrillas of the 
Palestine Liberation Organisa¬ 
tion were deployed yesterday 
to halt Shia Moslem militia 
battles on the edge of Israel's 
so-called security zone in south 
Lebanon, Reuter reports from 
Nabatiyeh. 

Security sources said earlier 
that any PLO deployment bo 
near the border zone could pro¬ 
voke Israeli raids to dislodge 
them. 

Witnesses said some 400 PLO 
fighters took positrons in a 
string of villages in the Iqlim 
ai-Tonfah district to stop fight- 


Hfebollab and the pro-Syrian 
Amal militia. Palestinian 
sources said Mr Yassir Arafat, 
the PLO chairman, had con¬ 
tacted his headquarters in Leb¬ 
anon at dawn and ordered the 
move. 

The pro-Iranian Hlzbollah 
and Syrian-backed Amal bat¬ 
tled for 12 hours for the village 
of Jhijouh on Monday, killing 
34 people and wounding more 
than 70 in some of the heaviest 
fighting between Shia rivals 
this year. The battles spilled 
over to 11 nearby villages. 


T HE Bank o£Melbourne, 
one of several Austra¬ 
lian building societies 
which have been transformed 
into banks, had to distribute 
extra cash to its branches yes¬ 
terday to cope with long 
queues of depositors seeking to 
withdraw funds, on the second 
day of a run on the bank. 

Ironically, the bank is probar 
bly one of the safest in Austra¬ 
lia following a rare public 
statement by Mr Bemie Fraser, 
Governor of the Reserve Bank, 
which effectively guaranteed 
the safety of its deposits. 

However, the rush of with¬ 
drawals illustrates the ner¬ 
vousness of investors in the 
wake of a series of collapses 
and other proble ms am ong 
smaller financial institutions. 

Until Monday, when 
rumours about the impending 
collapse of the Bank of Mel¬ 
bourne prompted Mr Fraser to 
act, the crisis bad been con¬ 
fined to non-bank institutions 
affected by falling asset values 
in the property market 
It was also restricted largely 
to the state of Victoria, where 
the investment climate has 


been clouded by the financial 
problems of the state govern¬ 
ment. 

Concern is now growing, 
however, that the climate of 
uncertainty could spread, and 
that if confidence continues to 
fail, financial institutions in 
other states could be affected. 

The rot started in April, 
when the Victorian Corporate 
Affairs Commission put an 
administrator into the Estate 
Mortgage property trust group 
after discovering that more 
than 60 per cent of its AS920m 
(£418m) loan portfolio was 
non-pexforming. 

Three weeks ago, there were 
angry street demonstrations in 
Melbourne after ASlJibn of 
depositors’ funds was locked 
up by the collapse of the Pyra¬ 
mid, Geelong and Countrywide 
building societies, subsidiaries 
of the privately-owned Farrow 
Corporation. 

The Reserve Bank prevented 
a widespread collapse of confi¬ 
dence on that occasion by 
guaranteeing the deposits of all 
other Victorian braiding societ¬ 
ies, but only massive public 
pressure forced the state gov¬ 


ernment to guarantee that Far¬ 
row Corporation depositors 
would eventually be repaid. 

Concern among investors 
p ea k e d on Monday, when, in 
addition to the run on the 
Bank of Melbourne, the IOOF 
friendly society group froze 
A$530m in three ftmds belong¬ 
ing to the weaker OST society, 
which it took over last week 
after OS’Ts liquidity problems 
prevented its continued inde¬ 
pendent operation. 

Meanwhile, the National 
Companies and Securities 
Commission (NCSC) issued 
revised guidelines allowing 
unlisted property trusts - 
which control assets worth 
AXtOtm - to suspend redemp¬ 
tions of units for up to six 
months to avoid having to sell 
assets to meet short-term 
liquidity dgmgndH. 

The Aust-Wide group yester¬ 
day became the first property 
trust to take advantage of this 
provision by suspending 
redemptions for 60 days from 
its eight funds, which manage 


..With the exception of the 
Bank of Melbourne, which 


Seoul opposition MPs to resign 


By John Ridding In Seoul 

• ■ 

ALL opposition members of 
the South Korean national 
assembly win resign next week 
in an attempt to force new 
elections in protest at the 
rushed passage of controver¬ 
sial legislation, leaders of the 
two opposition parties 


Mr Kim Dae Jung, leader of 
the main opposition Party for 
Peace and Democracy and Mr 
Lee Ki Taek, leader of the 
Democratic Party, also called 
for mass rallies and protests. 

Shortly after the announce¬ 
ment, a South Korean offirtaT 
was reported as saying that 
North Korea had decided to 
postpone scheduled parliamen¬ 
tary talks with South Korea, 
Naming confrontation between 
government and opposition 
Lawmakers in the south. The 
proposed talks were in addition 
to negotiations aimed at arr¬ 


anging an unprecedented meet¬ 
ing between the prime minis¬ 
ters of the two countries.- The 
South Korean official said that 
he did not expect the planned 
meeting, scheduled far Septem¬ 
ber, to he affected. 

The decision by the two 
opposition parties, which are 
engaged in negotiations to 
merge, was made after Presi¬ 
dent Roh Tae Woo’s Demo¬ 
cratic Liberal Party rammed 
through parlia ment a series of 
controversial bills in the face 
of angry protests from the 
opposition last week. The bills 
included plans for the restruct¬ 
uring of South. Karra’s military 
leadership and the reorganisar 
tion of the broadcast media. 

Despite yesterday’s 
anno un cement it is unclear 
whether the resignations will 
be accepted. According to 
article 128 of the national 


assembly Law, either the 
speaker or a plenary session of 
the assembly must accept the 
resignation, of its members. 
The national assembly has 
now closed its session and does 
not reopen nntfl September. Mr 
Kim Young Sam, the executive 
chairman of the DLP, has said 
the speaker should not accept 
the resignations. 

Mr Kim Young Sam, who 
joined the DLP when it was 
formed through a merger of 
two opposition, parties and the 
former ruling party earlier this 
year, said that the DLP, which 
holds more than twotbirds of 
the 299 seats in the assembly, 
would not hold elections before 
the scheduled vote in 1992. 

Mr Kim Dae Jung told yes¬ 
terday’s party meeting that all 
70 PPD lawmakers should 
resign to pave the way for a 
new legislature. 


V.P. Singh strengthens his position 


By KJC Sharma in New Delhi 

THE C RISIS in India’s ruling 
Janata Dal blew over yesterday 
when Mr Om Prakash Cfaau- 
tala, son .of Mr ,Deyi. LaL dep- .._ 
uty prime minister, resigned as 
chief minister cf Haryana ■ 

and was replaced by Mr .' 
Hukum Singh who Is a close 
su p port e r of the two. 

Mr VJ*. Singh, India’s Prime 
Minister, refused to accept the 
resignation of all 13 ministers 
who had quit to protest against 
the re-election of Mr Chautala 
as chief minister just seven 
weeks after he had been forced 
to give up the port because of 
charges of election rigging ami 
promoting violence. 

Mr Singh has been through a * 
traumatic experience and been 


widely attacked for precipitat¬ 
ing the crisis by maTring a con¬ 
troversial deal with Mr Devi 


. Despite the battering he-has 
received,, however. Ids cabinet 
Is intact and he nasemerged 
somewhat stranger in the Jan¬ 
ata Dal because of bis refusal 
to accept Mr Devi Lai’s 
demand that four senior minis¬ 
ters should be dis missed in 
return for Mr Cbaotala's resig¬ 
nation. 

But Mr Devi Lai is not a per¬ 
son who fo rge ts and forgives 
easily. Observers feel he is cer¬ 
tain to create trouble for Mr 
Singh as soon an o p p o rtu nity 
arises. For the present, how¬ 
ever, his fprcnhle has failed and 


Arab states discuss the 
formation of joint bank 

CENTRAL bank governors trade payments and fina 
from the femanation Arab trade exchanges were a 
Co-operation Council met in the ACCs main goals. 
Amman yesterday to discuss “We have to realise a 
the prospect of setting up a framework that serves the 
joint bank and bringing their of settling these pays 
divergent monetary policies among the four,” be said, 
closer, Reuter reports from Mr Nabulsi said one o 


It was the bankers' first 
meeting since the February 
1989 formation of the mainly 
economic bloc, which g roups 
Jordan, Iraq, Yemen and Egypt 
and comes a day ahwad of a 
meetin g of ACC trade minis¬ 
ters In Amman for talks on a 
multi-million dollar barter 
trade accord. 

The proposed bank’s main 
goals would be to settle trade 
financing arrangements, boost 
investments and finaruM trade 
deals. 

Mr Mohammed Said al-Na- 
bulsi, Jordan’s central bank 
governor, hinted at the open¬ 
ing session that settling inter- 


trade payments and financing 
trade exchanges were among 
the ACC’s main goals. 

“We have to realise a dear 
framework that serves the goal 
of settling these payments 
among the four,” he said. 

Mr Nabulsi said one of the 
main questions confronting 
ACC states was a formula for 
monetary co-operation and 
integration within the bloc. 
Su ch co-operation was vital to 
encourage the movement of 
goods and services and to 
improve the use of resources 
among the four nations. 

The bloc embraces a total 
population of above 80m peo¬ 
ple, a combined gross national 
product of more than SlOObn 
<£55.9bn), exports of about 
SL5bn and imports of $30bn. It 
has also sought co-operation 
with the other two regional 
blocs, the Gulf Co-operation 
Council and the Maghreb 
Union. 


he finds himself marginalised. 
The Janata Dal emerges from 
the crisis badly shaken from 
the dissensions, and- with Joss 
of public confidence in its abil¬ 
ity.to govern. 

Its two mafri s u ppor t er s in 
parliament, the right-wing 
Hindu fundamentalist Bhara¬ 
tiya Janata Party and the 
Marxists, have let it be known 
that they are disilhisioned with 
. the Janata DaL 

Although they will oantinne 
to support Mr Singh's govern¬ 
ment, they have sent strong 
■ messages to the Prime Minister 
that he should aid the squab¬ 
bling within the party and get 
on with tackling India's many 
problems. 


Cambodian 
peace talks 
deadlocked 

THE latest attempt to make 
progress towards a settlement 
in Cambodia yesterday looked 
set to end without any signifi¬ 
cant breakthrough, William 
Dawkins writes from Paris. 

The five members of the UN 
Security Council were due to 
rad two days of talks in Paris 
last night, but officials held out 
little hope for an accord. This 
means there is no end in sight 
to the 11-year-long civil war, in 
which the Khmer Rouge, 
armed by China, is fighting the 
regime of Mr Hon Sen, who is 
backed by Vietnam. 

The efforts were complicated 
by the refusal of the four Cam¬ 
bodian factions to attend the 
talks because of a row over the 
form of their participation. The 
last attempt at a snintinn in 
Tokyo in June, broke down 
when the Khmer Rouge walked 
out France has warned that it 
may refuse to convene ann»re r 
peace attempt 


appears to have suffered 
because it was once a building 
society, the common factor 
between the institutions which 
have run into problems has 
been exposure to the falling 
property market 
Mr Oliver Irving, national 
director of Jones Lang Woot- 
ton, the Sydney-based auction¬ 
eers and valuers, says the mar¬ 
ket has fallen further than 
during the recession of 1982/83, 
especially if the top end of the 
market is excluded. 


H owever, analysts say 
there are also question 
marks over the man¬ 
agement of some of the institu¬ 
tions which have run into trou¬ 
ble, and over the supervisory 
regimes to which they are sub- 
jecL 

All licensed trading banks 
are regulated by the Reserve 
Bank, which enforces interna¬ 
tional standards of capital ade¬ 
quacy, and can guarantee 
depositors’ funds, if necessary 
by forcing a weakened bank to 
merge with a stronger competi¬ 
tor. But the collapse of the Far¬ 
row Corporation illustrated the 


inadequacy of controls on 
building societies, which are 
regulated by state govern¬ 
ments, which may not have the 
expertise to do the job. All the 
states are now reviewing their 
regulations, and Victoria has 
announced that prudential 
requirements will be increased, 
possibly by forcing building 
societies to become banks. 
Unlisted property trusts are 
nominally regulated by the 
NCSC, but are also governed 
by the legal contract between 
imit holdere and trust manage¬ 
ment companies, which is 
many ca p*** gives unit holders 
an absolute right to redemp¬ 
tion in spite of the commis¬ 
sion’s view that redemptions 
can be suspended. That legal 
point is shortly to be tested in 
Victoria. Underlying the spe¬ 
cific regulatory and property 
market problems Is a slow¬ 
down in the Australian econ¬ 
omy caused by a long period of 
high real interest rates 
imposed to squeeze Australia's 
AJ20bn a year current account 
deficit. With 90-day bank hills 
standing at 15 per cent - com¬ 
pared to Consumer price infla¬ 



tion at just over 7 per ce nt — 
most observers think there are 

Hkeiy to be further collapses 
over the next six to 12 months, 
even if interest rates begin to 
as expected, over the next 
few months. “There are a tot of 
people out there who are really 
hurting," says Mr Dan Blyth. 
executive director of. the 
Trustee Companies’ Associa¬ 
tion, which represents the 
trustees rf: investment trusts. 
“I don’t see much easing of 
that in the short tram, and I 
think the next six to 12 months 
are likely to be a very difficult 
period fx us. It really depends 
on how people react to the 
things that are going on at the 
moment.” However, any far¬ 
ther problems are likely to be 
restricted to property-related 
institutions, and are unlikely 
to damage Australia’s major 
banks and financial institu¬ 
tions, which may even benefit 
if investors seeft a mtoe secure 
home foar their ftmds. “T don't 
thfriir there is any chance of 
this developing into a more 
widespread crisis,” says Mr 
Mark Dickey acting executive 
director of the NCSC. 


Hong Kong 
restricts 


Ban on opposition lifted 
for Zambian referendum 


By Mike Hall in Lusaka 

ZAMBIA has lifted its 17-year 
ban on organised opposition 
groups, enabling them to cam¬ 
paign in October's referendum 
on whether to reintroduce 
multi-party democracy. 

The chairman of the referen¬ 
dum commission, Deputy Chief 
Justice Mathew Ngulnbe, said 
campaigners would have free¬ 
dom to organise and equal 
access to the state-controlled 
media. Public maaHng a would 
be supervised by the commis¬ 
sion’s officers and police would 
attend. Multi-party advocates 
could campaign through the 
media at their own cost, 
although the commission 
would also stage media events. 

Mr Nguluoe said voters 
would be asked in a secret bal¬ 
lot: "Do you s u pp ort the re-in¬ 
troduction of a multiparty sys¬ 
tem.*’ The symbol for “Yes” 
would be a hand, fix' “No", a 
foot. Zamhiang could campaig n 


as individuals or as part of 
organisations. 

There was no immediate 
reaction from pro-democracy 
campaigners, who include the 
well-arganfeed trade unton con¬ 
gress, businessmen, ruling 
party dissidents, rfmfawte aod 
tite Church. Diplomats said the 
commission's rules seemed fair. 

The annnnnnmiMif lifts the 
ban on organised opposition to 
President Kenneth Kaunda’s 
United National Independence 
Party. Unip. President garmnfo 
has said multi-party rule would 
promote tribal conflicts among 
Zambia's 73 groups. 

Diplomats say publication of 
the rules will help reduce ten¬ 
sion in Zambia, where- discon¬ 
tent among city dwellers is 
still simmering. A doubling of 
the maize price in J imp fed to 
the worst riots since indepen¬ 
dence in 1964. At least 26 peo¬ 
ple died. 


Old mistakes still fuel Tunisia’s Islamic fundamentalism 


amid economic inequalities and limits 


T HE Islamic fundamen¬ 
talists’ victory in Alge¬ 
rian local elections last 
month was unwelcome news 
fix Mr Zine El Abidine Ben Ali, 
president of neighbouring Tun¬ 
isia. 

The Algerian decision to 
accept the Islamic Salvation 
Front (FIS) as a political party 
- and the subsequent FIS win 
in the fairest poll in North 
Africa's modern histo¬ 
ry - challenge Mr Ben All's 
own policy of imposing gradual 
political and economic reform 
from the top. 

Mr Ben AM took over from 
an ailing Mr Habib BoUZgulba 

in November 1967 to forestall 
the hanging of Islamic activists 

arrested during violent con¬ 
frontations with the police. By 
using the constitutional device 
of having senior Tunisian doc¬ 


tors declare Mr Bourgulha 
incapable of continuing as 
president, Mr Ben All reversed 
a decision which could have 
led to unrest 

fa the months after the take¬ 
over, Mr Ben All’s policy of 
attempting to co-opt the Nahda 
(Renaissance) group, previ¬ 
ously known as the Moure- 
meat de la Tendance islamlque 
(MTQ, appeared to pay oft 

A fundamentalist representa¬ 
tive even signed the National 
Pact, a sort of code of good 
democratic behaviour to which 
the Tunisian ruling party and 
the small secular opposition 
parties also subscribed. 

The authorities yielded 
ground on issues of particular 
concern to Islamic purists. The 
Zitouna, the ancient Koranic 
university in Tonis closed by 
Mr Bourguiba, has been 


revived and television pro¬ 
grammes are now interrupted 
for the regular call to prayer 
by the muezzin. 

Mr Ben -Ali, however, 
remahre adamant hi Ms raftaal 

to recognise the Nahda as a 
political party or rescind the 
family code, which gives Tuni¬ 
sian women more rights than 
they enjoy in most other Mos¬ 
lem countries. - 

The code is one of the centre- 
pieces of Mr Bourguiba's post- 
independence policy of recast¬ 
ing Tunisian society In a more 
modem mould, and the influ¬ 
ential middle classes dread the 
possibility of any concession 
on this front tor Us successor; 
it would, they believe, be the 
thin end of the Islamic wedge. 

Mr Ali Taridh r deputy to the 
self-exiled Nahda leader Hr 
Rashid Ghannouchi, says the 


rise of the Mamie tendency in 
Tunisia since the 1960s is the 
result of the failure of Mr Boor- 
guiba’s economic and social 
policies to match popular 
expectations, his overzealons 
attempts to modernise at the 
expense of Tunisia’s Arab and 
M o slem heritage, and the clo¬ 
sure of the Zitouna and the 
repression of its adherents. 


M r Laridh is an engi¬ 
neer who was twice 
sentenced to death 
and eventually pardoned by Mr 
Ben Ali after 13 months in 
prison, but he is far from satis¬ 
fied with the pace of political 
r efor m in Tunisia, especially 
after the success of the ITS fa 
Algeria. 

Increasing unemployment, 
tile display of wealth by the 
new rich, the fact that the sym¬ 


bols of western consumer soci¬ 
ety are out of reach for most 
Tunisians fa spite of a reason¬ 
ably well-managed economy, 
and the absence of any real 
freedom to criticise the Gov¬ 
ernment in the media an pro¬ 
vide fertile ground for the 
development of an p gaiihiri ?T1 
and austere political creed. 

“Minimum spending, mini¬ 
mum Consumption, niagimiim 

work,” is Mr Laridh's summary 
of Nahda’s policies for a future 
Tunisia. 

Out of power, Nahda leaders 
are nothing if not pragmatic. 
They changed their name to 
Nahda from MTI last year 

- dropping the Islamic mh 

— in a vain attempt to per¬ 
suade the Government to let 
them become an ordinary polit¬ 
ical party. They claim to be 
more moderate than their 


Francis Ghiles and Victor Mallet 


Algerian counterparts, they 
profess a passionate commit¬ 
ment to democratic ideals, ami 
they shrug away suggestions 
that they would rigidly apply 
Islamic law if given the chance 
to govern. 

The Koran “leaves you 
plenty of room for manoeu¬ 
vre”, according to Mr Hama/q 
Jebali, editor of the now- 
suspended Nahda newspaper 
Al-Fajr (Dawn). "We have 
never said we are Islam; what 
we have said is that we are a 
political party with Islamic 
inspiration bared on Arab-Mos- 
lem thinking.” 

The moderation shown by 
Mr Jebali and Mr Laridh, how¬ 
ever, is not always shared by 
Mr Ghajmoucfaii The closure or 
Al-Fajr was prompted by an 
article he wrote vehemently 

attwt-Vfng the Tunisian leader- 


Criticisms voiced by Nahda 
leaders about the failings of 

Tunisia’s quart-democracy 

widely shared/Fewfa the 
country really bebeve nfflnig,] 
declarations that three-quar¬ 
ters of tiK electorate cast thwiy 
votes fa the June local 
ttons - they were boycotted by 
all the opposition parties and 
some voters had their 


they were known to oppose the 
ruling Bassemhtemrart Const!- 
tnthnmd Democratique (RCDl 
Mr Jebah describes the Gov 
eminent's attempts to saneness 
the growth, d the Nahda move¬ 
ment as "the politics of the 
ostrich”. The BCD’s oniy cofa. 
fiat is that ft retains canridexa- 
bly more legitimacy than the 
ruling Front de Liberation 
National next door fa Algeria. 


of ivory 

By John Elliott In Hong 

Kong.-.-- ’ 

HONG KONG last night 
tarontfit fa restrictions on the 
export of Ivory to try to reduce 
tire risk af the colany’s stocks 

of 472 tonnes being sold on 




Export of the ivory could 
undermine the six-month-old 
ban on international ivory 
trading. ’ 

Hong Kong is an important 
carving and. re-exporting cen¬ 
tre, with no , significant indige¬ 
nous customer base. This 
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lave 
mry 

as personal effects in loads 
over 5 kgs (roughly equivalent 
to one unearved elephant’s 
tusk); - Tourists must have 
export- licences for any 
amount, fast e xpor t for com¬ 
mercial purposes is hannarl, 
However, the colony has 
allocated only a special I2rman 
customs task force and govern¬ 
ment officials privately 


privately 
i t will be .» 


acknowledge that it will be 
hard, to prevent smuggling. 

_ The UR authorised Hong 
Kong to introduce a six-man th 
moratorium from January on 
the inte rnational ban which 
was introduced by -the Conven¬ 
tion on International Trade fa 


This was intended to give 
Hong Kong's industry, consist¬ 
ing of several hundred compa¬ 
nies which last year employed 
3,000 people including 1,200 
carvers (now down to about 
600), time to dispose of its 
stocks. 

But Bt t fe has heen done 
the stocks have only been cut 
by about 2 tonnes from an offi¬ 
cial figure six months ago of 
474 . ton nes. The total could be 
as much , as 200 tonnes larger, 
according .to experts, because' 
last September the industry 
produced an original estimate 

Of 670 tnnnpg 

• Hong Kong’s inner cabinet, 
the executive council, last 
night approved a draft ctf a BOX 
of Rights which enshrines a 
United N atjonfrapprove d inter¬ 
national covenant on civil and 
political rights, ft will be pub¬ 
lished on Friday ana ' is 
intend e d to become law by the 

end of the year. 

But China has fariirtwi that 
it should not be entrenched 
above all other laws. This 

means that it will be subservi¬ 
ent to the Basic Law which 
wffl become Bong Kong’s mirA 
constitu tion .when the cOkmy 
reverts to China's sovereignty 


Japan’s quality 
of life way 
behind West ;; 

By Stefan Wagstyj in Tokyo 


JAPAN'S biggest chaliaQge in 
the 1980s will be improving the 
quality of Ufe of ordinary pe& 




Paper on contraction pub- 
oahed yesterday.. - ■ ■ 

Japan’s standard of living is 
improving rapidly but is still 
well behind the US and leading 
EUruyean countries/ says the 

The authors constructed a 
quality of fife index Which 
fakes into account average size 
of housing; ■ cammutfag times 
arm. consumer apamtiHg a* well 
as income. On -this basis the 


Jrae report says the biggest 
owtapeto improvinghousizig 
is the shortage'of 
labour fa the Mdfag^mfina~ 




















I 




M>«iv 

‘ A 


a last niginfe; 

further tha» 
e rest of 6a» I. 
st residans ^ 
s to ezpon&oE 

scnal effect; h 

*£S (nwghhar 

; uncarved'^ 
Tourists ns 
licences h 
; aad apcrt i 
pu^icssisia 

?ver, the cok 
■d only i sped 1 
s task force adr 
officials pi., 
.’ledge that it 1 
preran aes? 
i'5 EQthoiS: 
j xcicueasi: 
ium fron is: 
ernahosal In: 
wdccedftrfcfc 

Liternaticndfe 

-red Specs 
was ieWii^:' 
occ’s md®P- E 
everel haste! c 
ich las: <0® 
?cpie incites 
<ao«r <fo nE - 
ae to disf 6 *' 






SIEMENS 



Experience in 
telecommunications - 
the key for 

getting things moving 
in mobile telephony. 


Building a digital mobile tele¬ 
phone network is a task which 
breaks down national barriers. 
Not only in the geographical 
sense - because European 
standards must be complied 
with ~ but in the technical 
sense too. As It involves break¬ 
ing new ground in technology, 
huge investments are required, 
leaving no scope for trial and 
error. 

To be successful in this area, 
you need a strong partner. 
Someone who has been at the 
forefront of telecommunica¬ 
tions development over the 
years, turning futuristic ideas 
into reality. Someone who has 
all the resources and expertise 
required for such tasks. In 
short someone like Siemens. 

So convincing are our cre¬ 
dentials that when it came to 

creating the digital Pan- 
European-network, Germany, 
Belgium, Portugal, Austria, Italy 
and Finland all chose Siemens. 


So user-orientated that 
Siemens mobile telephones 
are used in 14 European 
countries. 

In fact so well, even in the 
labyrinth of highly complex 

data management that 
Siemens switching systems 
serve as an example for intelli¬ 
gent network technology 
throughout the world. Digital 
mobile telephony has its 
sights set so high that only the 
need to set up calls brings it 
back down to earth.The best 
partner is one who can pro¬ 
vide good reception every¬ 
where. A partner who can do 
that now! 


Mobile telephony 
from Siemens. 
Competence knows 
nobounds. 
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US trade deficit widens 


despite buoyant exports 


By Anthony Harris in Washington 


THE US trade deficit widened 
to $7.7bn (SAJSbn) in May, from 
a revised yrjton in April, while 
the Federal Reserve index of 
real industrial oofptzt m June 
rose by an unexpectedly strong 
0.4 per cent There was a 0j6 
per cent increase in May. 

May’s higher imports and 
improved manufacturing out¬ 
put in June resulted partly 
from a revival of the US car 
trade. 

The wider trade deficit con¬ 
ceals a strong export perfor¬ 
mance. shipments have risen 6 
per cent, seasonally adjusted, 
in the last two months. For 
the first five months of 1990 
they are up 8.3 per cent 
on the corresponding 1989 
period. 

Growth for the year is led by 
capital goods, which account 
for nearly 40 per cent of total 


shipments and which have 
risen 1L5 percent 

However, the fastest percent¬ 
age growth comes from con¬ 
sumer goods, also a strong per¬ 
former in 1989, which are up 
nearly 20 per cent on the year 
ami now account for Z0.7 per 
cent of total exports. Last 
year's figure was 9.7 per cent. 

Imports rose 23 per cent in 
May, fell 5.5 per cent in April, 
and are up only 3.4 per cent in 
the first five months of the 
year. Car imparts rose 8.6 per 
cent from the low April figure 
to S7.45bn, but axe down 6 par 
cent an rim first five months of 
the year. 

The other main influence on 
the trade deficit was a sharp 
rebound in oil imports, 
responding to softer interna¬ 
tional prices. May shipments 
rose 15.2 per cent in value. 


and 22.6 par cent in volume. 

The 97.7bn May deficit was 
in line with expectations. For 
the first five months of the 
year the deficit has totalled 
S40.7bn, an improvement of 
$&7bn on 1969. 

Three quarters of the June 
industrial output increase was 
accounted for by a 2.1 per cent 
gain in production of consumer 
durables, led by car compo¬ 
nents, and in utilities, where 
electricity demand was boosted 
by a heatwave. 

Business equipment also per¬ 
formed strongly, with a 
monthly rise of 0.9 per cart 
against JL6 per cant in May. 
The weakest sectors were min¬ 
ing, ail and gas. 

The Federal Reserve index 
does not track the construction 
industry, where activity is now 
weakening sharply. 


Uruguay 
seeks $lbn 
debt buy-back 


SEC rebuked over 


investment advisers 


By Stephen Rdter 


URUGUAY wants to buy back 
Slbn (£550m) of its debt at less 
Hum half jjS foqfr value. 

The country's commercial 
bank lenders - numbering 
about GO - have agreed to 
waivers needed to allow the 
purchase to proceed. 

But bankers said the buy¬ 
back price Uruguay was pro¬ 
posing - at 47 cents on the 
dollar, slightly below the cur¬ 
rent secondary market price - 
might not be high wnnngh to 
encourage many hanks to sefl. 

A buy-back of Slbn would 
reduce Uruguay's medium- 
term bank defat by 60 per cent. 
It will be financed largely out 
of Uruguay’s own reserves, 
although the Government has 
agreed a $l50m standby 
arrangement with the Interna¬ 
tional Monetary Fund. 

Banks are also said to 
oppose a Uruguayan plan to 
subject debt remaining after 
the buy-back to a Brady-style 
debt-reduction programme. 

Such a programme, which 
WOUld involve the exchange of 
concessionary bonds for the 
debt, would be neither econom¬ 
ically necessary nor desirable, 
bankers said. 


By Janet Bush in New York 


THE General Accounting 
Office, the inves tig ative arm 
of Congress, has delivered a 
sharp attack on the Securities 
and Exchange Commission's 
regulation of the US Invest¬ 
ment advice industry, con¬ 
tending the commission may 
do more harm than good. 

The GAO called for a regu¬ 
lar inspection of each new 
investment adviser, re-inspec¬ 
tion of problem advisers and a 
programme to verify infonmt- 
tion which is submitted to the 
SEC. 

The process must be 
improved, the GAO says, “to 
provide people who might use 
an adviser a minimum level of 
assurance” that he or she is 
operating within the law. The 
GAO adds that investors 
might be misled by the SECs 
implied "seal of approval” in 
licensing advisers. 

The SEC does not argue 
with the GAO’s conclusions. 
It has acknowledged its over¬ 
sight of financial planners 
and investment advisers is 
not as good as it could be 
because of insufficient staff 
and funds. 

It says it has only enough 


staff to inspect each invest¬ 
ment adviser once every 11 


years, on average. 

There are a number of ini¬ 
tiatives in Congress and else¬ 
where aimed at increasing the 
SECs funding. 

The GAO, however, remains 
neutral on the question of 
who should bear the extra 
oost clearly needed to 
improve regulation of an 
industry which has exploded 
in size since the late 
1970s. 

The SEC estimates that 
there are 16,600 advisers, 
while the Consumer Federa¬ 
tion of America believes there 
could he as many as 500,000 
people purporting to give 
investment advice. 

An SEC proposal last year 
that the investment advisory 
sector set up a self-regulator 
has not received much atten¬ 
tion in CcngresB. 

However, a bill has been 
tabled by Re pr ese n tative Rick 
Boucher of Virginia which 
would increase the amount 
of information which advisers 
must disclose and give 
investors the right to 
sue. 


Judge aims Colombia power feeds debt crisis 

rn cnodil wm X 


to speed up 
asbestos 


claims 


By Martin Dickson 
In New York 


A US federal Judge is 
to have the thousands of 
asbestos-related personal 
injury claims consolidated into 
a singl e case, speeding up 
court proceedings and anting 
legal costs. 

US District Judge Thomas 
Lambros of Cleveland said 
asbestos litigation met the mi- 
teria for consolidation into a 
“class action” as it had become 
apparent that there were 
insufficient funds among 
defendants to pay all meritori¬ 
ous claims and the costs asso¬ 
ciated with processing 
through the courts. 

A class action Involves try- 
ing g5rni)fl f dnhtw together fn 
one case, with a few named 
plaintiffs taking the role <rf the 
wider body of claimants. Dam¬ 
ages are fixed under a general 

formula a rkrfwg fttmy the 

The system cuts down on 
legal fore and allows compen¬ 
sation to be shared out more 
evenly titan on a first come, 
first served bads. 


asbestos exposure form, the 
largest number of personal 
injury cases being federal and 

state courts. Judges have 


with them. 

Judge Lambros’ district has 
the Largest number of 
in the federal system, with 
more than 7,000 cases Involv¬ 
ing at least 13,000 Individuals. 
Many of the claims are 
Manilla Trust, which, 
was set up in 1988 to 

cues M atp rin* ! thp fof . 

mer asbestos manufacturer. 
However, it has emerged in 
recent mouths that the trust is 
short of funds and will lie 
unable to compensate many 
victims until well into the 


Two weeks ago another UES 
district Judge, Jack Weinstein 
of Brooklyn, New York, who Xs 
hearing one group of Manvffie 
c a ses, urged lawyers Involved 
in asbestos Btigatiom to con¬ 
sider a consolidation. He 
stopped short of ordering it 

Judge Lambros* action was 
seen by some lawyers as i 
pre-emptive move to prevent 
Judge Weinstein cocsoMating 
the c ase s MmselL 


Santa Kendall on an overblown sector alarming foreign creditors 


I N COLOMBIA'S consistent 
record of sound economic 
management and planning 
throughout the debt crisis, the 
story of electricity industry 
has proved an exception. 

Now the accumulated prob¬ 
lems of power 
beginning to affect the whole 
economy, and issues such as 
tariffs are snarl iTig relations 
with international creditors. 

Projects to ensure futu re 
energy supplies are also in 
jeopardy as multi-lateral lend¬ 
ing agencies hold back and the 
electricity companies plunge 
further into debt. 

Investments in this sector 
account for more than a quar¬ 
ter of Caloinbia's $i6bn foreign 
debt and everyone agrees mas¬ 
sive organisational, as wen as 
financial, restructuring is 
needed. 

Financial problems go back 
10 years, when several large 
hydro-electric schemes were 
buffi. By the time the 
iwth in domestic demand 
to drop, Colombia was 
already saddled with an over¬ 
blown expansion plan. Prefects 
stowed, and companies had to 
begin debt payments before 
construction finished. 

- El Guavio, a 1,000 MW 
scheme east of Bogota, has 
been the biggest headache. 
Began in 1981 at an estimated 
cost of $L4bn, it was supposed 
to come into service in 1968. 
Nqw the cost has akims* dou¬ 
bled, El Guavio may be ready 
by the end of 1992. 

The timing has become criti¬ 
cal and farther delays would 
lead to electricity rationing. 
Apart from the fact that it will 
produce some of the most 
expensive electricity in Colom¬ 
bia, El Guavio pushed the 
Bogota power company 
(EEEB) - originally a small 
but solid enterprise - deep 
into debt Rapid devaluation cf 


it increasingly difficult to ser¬ 
vice its dollar loans, so the 
company cut investments in 
other ares. Now the Govern¬ 
ment is scrambling to cover 
the final stage of El Guavio, 
and to restore fimsnt&n order 


Colombia 


Debt service of power sector ($bn) 
2.0 


A 1987-1990 adjustment plan 
fix the electricity sector rap¬ 
idly became dated, and the 
Government had to take on 
more and more financial 
responsibility. TPs a very com¬ 
plex sector, with so much 
weight in the economy,” said 
Mr Luis Bernardo Florez, head 
of the National Planning 
Department. Ti has improved, 
though there’s still a long way 
to go, and a tot of resources are 



speed up liberalisafem poHctes^ 
especially as other Latin Amer¬ 
ican countries are now jump¬ 
ing ahead of Colombia. - 
Hie World Bank has also 


ftagn pressing for higfor deo* 


tricity foriffa since the fewer 
jvwnpgTites need extra income 
to service their debt,' to match 
foreign funds in new projects 
and to improve, transmission 
and distribution. The power 
system as a whole loses 23 per 
ran t of its energy - more than 
any country in South America 
-because of t echnica l feadts 
amt clandes tine ta ppin g. - - 
While the Govern m ent plans 
to continue subsidising low 



The multi-lateral lending 
agencies - especially the 
Wodd Bank - have played an 
imp ortant part in the develop¬ 
ment of Colombia’s electricity 
supply. The World Bank is also 
the country's main creditor, 
with nearly a quarter of its 
public foreign debt, and, as the 
comptroller-general's report 
puts it, “a significant capacity 
for influencing and condition¬ 
ing the macro-economic poli¬ 
cies of this and the next gov- 


White the Government has 
taken great pains to doxy such 
influence, is particular in con¬ 
nection with Caloinbia’s recent 
decision to reduce trade barri¬ 
ers foster international 
competition, the World Bank 
wants to carry out its own 
evaluation of the economy. 
“They are po longer giving the 
benefit of the doubt to Colom¬ 
bia.” said one observer. 

The question of devaluation 
has arisen because of a 9400m- 
public sector re for m loan, half 
to come from the Wadd Bank 

and half foatt the TntevAiMflri - 

can Development Bank. A 
rapid disbursement of this Loan 
would aDovr Colombia to recy¬ 


cle obligations to the World 

Ranh- and avoid a net OUtflOW 

cf capital, considered a politi¬ 
cal as well as an economic 
embarrassment. Amortisation 
payments to the Bank will 
reach about $450m this year, 
and more than $470m in 1991- 

Colombia not only needs 
more soft loans to fluid fixture 
programmes, but the World 
Bank’s opinion is also likely to 
affect negotiations with the 
commercial banks for another 
roflover worth 9152m. One of 
the Bank’s criticisms - that 
Colombia was moving too 
stowly towards freer trade poli¬ 
cies - may become less rele¬ 
vant. 

According to Maria Mercedes 
Cusfiar, Minister of Economic 
Development, the process 
seems to be going well, though 
it is stffi eany to judge: 

Tt has been accepted here, 
which is positive, because 
there were worries about open¬ 
ing up. In Colombia it is tradi¬ 
tional' to do things gradually 
- now it will be possible to 
accelerate the process,” said 
the minister. comments 

on exchange controls by Presi¬ 
dentelect Cdsar Garina Tru¬ 
jillo, who takes ' office on 
August 6, suggest he may 


income groups, t ariffs vary 
enormously and there is room 
for Increases. One esti ma t e 
suggests that cheep power, is 
costing the state about 9400m a 


“We have ta _ 

because high income groups' 
are also being subsidised, and 
this must, be changed," said Mr 
Tjiis Bernardo Florez. There 
are municipal' companies, 
departmental companies; ami 
national .rempanfes to CO-ohfl- 
nate,” be said. The quibbles 
about tariff policy and other 
reforms have bold up the .final 
$75m of a 9900m World Bank 
loan for investment in the 
pofwer sector. 


The differences between the 
Government and the World 
Rank also effect expansion 
plans for the 1990s which 
would raise generating capac¬ 
ity from 8J37I MW to 12,729MW 
in the year 2000. 


Instead of starting up new 
hydro-electric projects immedi¬ 
ately, the Government is going 
flhgari with transmission finks 
between Venezuela and Colom¬ 
bia so that electricity can be 
imparted. Only .10 years ago, 
Colombia was considering 
exporting power to.its n e a gta 
boors. 


Hong Kong Immigrants continue exodus to Canada 


HONG KONG provided mare than 10 per 
cent of Canada’s immigrants in i960, mam- 
toinintf tiifl mlnmrt t rmrftinffl for the third 

co ns ec uti ve year as the chief source of 
new settlers, Bernard Simon writes from 
Toronto. 

Figures published by Employment and 
Immigration Canada show 19,900 immi¬ 
grants arrived from Hang Kang last year, 
out of a total 191J500. Last year’s infinx 
means has absorbed more than 

88,000 people from the British colony 


between 1964 and 1989. 

Canada’s political stability, economic 
pros pe rity and generally tolerant society 
have been strong magnets for Hong Kong, 
residents Looking for a new borne b e f ore 
the handing over of the cdony to China in 
1997. Large sums of Hong Kong capital 
have also been in vested in ramada fa foe: 


While generally welcomed, the influx 
nas urawn criticism or driving up house 
prices, especially in Vancouver. 


A su bstant ial tiwre ase in immigration 
from Hong Kong is expected in 1990. An 
said pressure on Canadian immi¬ 
gration staff bad risen tins year, with an 
increase in the a pp li cati on bac k log . 

A for-ranging review of Canada’s immi¬ 
gration policy is due to be completed later 
this year. 

. But the focus of the inqairy has teen on 
factors such as skills, age and 
of entry, rather than an particular court 
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THEME HOLDINGS UMTIEO 


Everyday you have an array of questions which need answers. 
You need to know the background to issues in the news, 
companies, personalities - hundreds of different subjects. How 
do you Research them all? 
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Singapore has developed a unique reputation as the leading exhibition centre in Asia. A wide range of prime facilities. 


PROFILE is an online database that makes it easy I You can 
track down the answers you need in seconds from newspapers, 
newswires, business magazines, company reports and 
specialist market research. Millions of articles from leading 
publications like the Financial Times, The Guardian and the 
Associated Press newswire are available instant!* 
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for aB exhibitions. Asian Aerospace, Food & Hofei Asia and Singapore Informatics are just snnw of the lar gg successful 


events that have been held here. And afterwards, there’s all the excitement that Asia’s most multi-cultural 


city has to offer. Get together with the rest of the wodd at Asia’s leading exhibition venue, Singapore. 



Send me the free Singapore Convention/Exhitritian Calendar. 
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Company.____ _ 
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EXHIBITION CENTRE 


Mail to:The Singapore Convention Bureau, 1st Floor, Carrington House, 126-130 Resent 
Street, London W1R5FE, United Kingdom or fax to us at (071)7342191. 
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Evidence concluded in Guinness trial 


By Raymond Hughes, Law Courts Correspondent 


A MILESTONE was reached 
yesterday in the Guinness 
trial, now in its sixth month, 
when the evidence was com* 
pletecL 

At the end of the defence 
case of Mr Ernest Saunders, 
the former Guinness chairman 
and chief executive, the jury 
heard that his three coaccused 
would not be taking the wit¬ 
ness stand, 

Mr Michael Sherrard, QC, for 
Mr Gerald Ronson, chairman 
of the Heron group, said: “Mr 
Ronson relies on the evidence 
he gave on oath to the Depart¬ 
ment of Trade inspectors as 
long as three years ago and 
accordingly does not propose 
to give evidence or rail any 

Mr Colin Nicholls, QC, for 
Mr Anthony Parties, a City 


Conran sells 
shares in 
Storehouse 

By John Thornhill 

SIR Terence Conran, the 
design gum and former chair¬ 
man of the Storehouse retail¬ 
ing group, has sold most of bis 
shareholding In the company 
realising over £23 sl 

Sir Terence said the decision 
to sell nearly 20m shares at a 
price of llSfep apiece was 
made for personal financial 
reasons and did not reflect on 
the trading performance of 
Storehouse. He is retaining 9m 
shares in the company - 2.2 
per cent - and remains as a 
non-executive director. 

“I am obviously very sad to 
be selling this stake. There is 
no disillusionment with Store¬ 
house, it is just I have quite a 
number of other investments 
and various other things X 
want to do,” he said yesterday. 

Last night. Storehouse's 
shares closed down 3p at 123p- 
Tbe shares once traded at 
three times this level giving 1 
Sir Terence's total sharehold¬ 
ing a paper value of around 
£100m. Sir Terence also owns 
the Conran Shop, the design 
store which he bought back 
from Storehouse for £3.52m 
this May. And he is joint presi¬ 
dent of Roux Seguela Cayzac & 
Goudaxd (RSCG), the French 
communications group which 
bought the Conran Design 
Group from Storehouse. 


stockbroker, said: “On behalf 
of Mr Pannes I call no further 
evidence.” 

Mr Robert Barman, QC, for 
Sir Jack Lyons, the financier, 
said he would not be calling 
any evidence. 

Lengthy transcripts of inter¬ 
views by all four accused men 
with Department of Trade and 
Industry inspectors appointed 
in December 1966, to investi¬ 
gate Guinness, were read to 
the jury earlier in the trial as 
part of the prosecution case. 

Mr Justice Henry released 
the jury until next Wednesday 
when final speeches by the 
prosecution and defence are 
scheduled to begin. The trial is 
thought likely to end around 
the middle of next month. 

The four defendants deny 
charges arising from an alleg¬ 


edly unlawful share support 
operation mounted by Guin¬ 
ness during its 1986 takeover 
battle for Distillers. 

Yesterday was the 90th day 
of the trial and the 78th day of 
hearings before the jury. The 
defence opened on June 5 
when Mr Saunders went to the 
witness stand. He gave evi¬ 
dence on 17 days, finally leav¬ 
ing the stand an July 5, after 
which the court heard nine 
witnesses on his behalf. 

Earlier yesterday Mr Peter 
Laldn, a partner in Fannone 
Blackburn, Mr Saunders’ solici¬ 
tors, had given evidence about 
information he obtained from 
three Swiss professional men 
he bad in te r v ie w ed in Switzer¬ 
land but who had refused to 
come to England to testily. 

They were Mr Robert Heu- 


berger, president of a property 
company, Mr Viktor Ender. a 
manager at Union Bank of 
Switzerland at Zurich, and Mr 
Olivier Bourgeois, a T-atwEmro* 
lawyer. Mr Lakin said he had 
sent Mr Heuberger and Mr 
Bourgeois draft statements 
based on his interview notes. 

Neither was prepared to sign 
the statements but Mr Heuber- 
ger had corrected inaccuracies 
in his and Mr Bourgeois h a d 
confirmed that his statement 
was accurate. Mr Ender had 
answered questions before a 
Swiss judge arising from Mr 
Saunders' cross-examination 
by the prosecution about £3m 
temporarily deposited in Mr 
Saunders' account at UBS by 
Mr Tom Ward, a US lawyer 
and Guinness non-executive 
director, Mr Lakin said. 


RMC subsidiary took part in secret cartel and market deals 

World’s largest concrete 
group admits price fixing 


By Andrew Taylor, Construction Correspondent 


RMC Group, the world's 
largest concrete company, has 
admitted that one of its subsid¬ 
iaries has taken part in secret 
price fixing and market shar¬ 
ing agreements. The agree¬ 
ments, it says, involved most 
of the US’s biggest ready 
mixed concrete suppliers. 

The companies could face 
heavy fines and directors 
prison sentences of np to two 
years if it is proved they have 
broken court undertakings 
given in the late 1970s that 
they would not conclude 
restrictive agreements. 

The undertakings were given 
after a large number of price 
fixing cartels involving luge 
numbers of ready mix concrete 
companies were uncovered in 
the 1970s. 

Sir Gordon Borne, director 
general of fair trading, said 
yesterday he would consider 
bringing fresh court actions, 
including possibly for con¬ 
tempt, when investigations 
into the claims by RMC were 
completed. 

“I am particularly concerned 
about the number of construc¬ 
tion industry cartels which my 
office is uncovering. The docu¬ 
ments put on the register [by 
RMC] suggest my concern is 


weD founded.” Sr Gordon said. 

“Cartels are pernicious 
arrangements which invariable 
lead to higher prices for the 
goods or services involved. 
Those engaged in this sort of 
behaviour damaged not only 
their customers out also them¬ 
selves by restricting efficiency 
and innovation." Hie said mem¬ 
oranda submitted by Ready 
Mixed Concrete (Transite), a 
wholly-owned subsidiary of 
RMC, had admitted operating 
11 unlawful price fixing and 
market sharing agreements 
between 1977 and 1988 in Nor¬ 
thamptonshire, Cambridge¬ 
shire, Bedfordshire, Hertford¬ 
shire, Essex and parts of north 
London. 

Other companies named in 
the memoranda included ARC 
(a subsidiary of the Hanson 
Group), Tarmac, Steetiey, Pio¬ 
neer Concrete (part of a large 
Australian group of the same 
name), Redland, Bartigan (50 
per cent owned by Redland), 
Mixconcrete, Warecrete, Bra¬ 
zier Concrete and Wfilment 
Ready Mix Concrete. 

Of these RMC, ARC, Red¬ 
land, Pioneer, Hartigan, Wffl- 
ment and Mixconcrete are 
bound by earlier court orders 
not to enter price fixing agree¬ 


ments. The Restrictive Prac¬ 
tices Court cannot impose pen¬ 
alties unless a company is 
already covered by a court 
order. 

Sir Gordon said companies 
which had been damaged by 
price cartels could, however, 
seek damages through the civil 
courts. He said some of the 
companies named by RMC had 
admitted participating in mar¬ 
ket sharing agreements but 
others bad denied the allega- 
turns. 

Last month BMC, Pioneer 
and Hartigan admitted to the 
Restrictive Practices Court 
that they had operated a price 
fixing ring in parts of Oxford¬ 
shire during 1988 and 1984 con¬ 
trary to previous court orders. 
A fourth company. Smiths 
Concrete, 49 per cent owned by 
ARC, denied contempt of court. 
Judgment has still to be deHr- 


KMC said yesterday it uncov- 


at Ready Mixed Concrete 
(Transite) after an inquiry 
from the Office of Fair Trad¬ 
ing. ft said staff had been given 
regular and unambiguous guidr 
ance that such agreements 
were against g rou p policy, 
lex. Page 16 


BRITAIN IN 
BRIEF 



Plutonium 
production 
to escalate 


plants In the UK and France 
wffl produ ce large amounts 
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The Government intends 
to legislate to prevent such 
abuses in the next session of 
parliament 


MP criticises 
EC inspectors 

The power of European 
Community inspectors to enter 
business premises was 
attacked as a “nasty 
undermining of personal 
rights,” by a Conservative MP. 

Mr Teddy Taylor, MP for 
Southend East and prominent 
Euro-sceptic, said EC 
inspectors had greater powers 
than those operating under 
UK law. HO was commenting 
on a written answer from Mr 
Douglas Hogg, industry 
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Mr Peter Brooke, the Northern Ireland Secretary (left), yesterday 
welcomed Mr Geny Coffins, the Irish foreign minister, to crtttoal 
talks in Bedfast aimed at saving an initiative to break ibe 
nolitical deadlock in Ulster. 
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NEW BEECHJET400A: 


WELCOME TO THE 538 MPH CLUB. 
AND ITS NEW CLUBHOUSE. 


Speed and com fo r t don’t always 
go together; but Beechcraft designers 
have made sure they do in the new 
Beech jet 40QA. Even at its new 
faster-than-ever speed of 468 knots 
(538 mph), it surrounds you with an 
environment of relaxed well-being. 


can have full double-club seating if 
you desire. 

Rather than a tubular design, 
which lends to make passengers feel 
cramped, the 400A cabin is a 
“squared oval" for better headroom. 


For more information, call the 
Beechcraft distributor nearest you— 
or call Beechcraft Marketing. 
Wichita. Kansas IL&A. 316-681-7072 
Fax: 316-681-8808 
Telex: 203603 (BEECH). 


redesigned the kiterior to provide 
more cabin space, so you can take 
more of your staff and get more work 
done en route Seating arrangements 
are flexible— 7, 8, or 9 passengers, 'fou 

Air Hanson Aircraft Sales 
Ca mberiey, Surrey U.K. 

Phone: 44-252-890089 
Fax: 44-252-876447 


and i& The 40GA has more interior 

volume than any other jet in its ciassi 
'four pilot commands state-of- 
the-art digital avionics that are fully 
comparable to those on the largest 
business jets costing mil Irons more. 

Compagnte 'Bansair 
Paris. France 
Phone: 33-1-48-35-9797 
Fax: 33-1-48-35-9500 


‘Deechcraft 

A naylheM Company 


Beechcraft Sales & Service GmbH 
Augsburg. West Germany 
Phone: 49-821-70030 ■ 
fax 49-821-7003153 


ANNOUNCING THE UK’s 
FIRST COMPANY AWARD 

FOR VOLUNTEERING 

Fbr many years, businesses have been contributing 
VmHTBREAq j to the good of the community More recently, this 
R IN TH E B has taken the form of organised employee volunteer 
COMMUNITY programmes which offer a much needed resource 

of community volunteers. 

Recognising the Importance of such schemes In Britain 
where the number of people volunteering is falling. Business - 
in the Community has launched the UK’s first employee 'volun¬ 
teering award in association with Whitbread, who are sponsoring 
it for the first three years. This will recognise the companies 
which do the most to encourage employee volunteering during 
the year. 

Companies of all sizes throughout the UK can enter for the 
awards. The dosing date for nominations is 28th September 1990. 

Rjt more information and a nomination form, please write to the 
address below. 

UK Company Award for Employee 
Vblunteering. FREEPOST (BS6647), 

Bristol BS1 4YU. Tfcl: Bristol (0272) 292311 
ext.259. 


-S* 


B£7S/JV£SS in the COMMUNITY 


AEROSPACE 


The Financial Times 
proposes to publish 
this survey on; 

29th August 1990 

For a full editorial 
synopsis and 
advertisement details, 
piease contact 

Ian Ely-Corbett 
on 071 873 3389 

or write to hhn at; 

Number One 
Southwark Bridge 
London 
SE1 9HL 
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WHERE DOES FISHER-PRICE GET THE ENER 

TO ENTERTAIN FOUR MILLION CHILDREN AY 





t PowerCen, we’re delighted to have won the 
contract to supply electricity to the Fisher-Price 
factory in Peterlee, County Durham. 

Fisher-Price is one of the largest toy manufacturing 

companies in the UK and makes toys for other European 
countries as well. 


V s 


POWE RGEN 

THE FUTURE GENERATION 


Apart from offering a wide range of toys, Fisher-Price 
prides itself on durability and value for money. 

Its our intention to do our bit to help Fisher-Price 
maintain those brand values by offering electricity at cost 
efficient rates. Because we fully appreciate that making 
toys isn't child’s play. 


hsucd by PowerCen pic and approved by S.C. Warburg & Co. Ltd, a rtiralw of The Stcuribn Association and financial adviser to PowerCen pic. 
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Channel tunnel 

companies face 

safety prosecution 


to 
■ 

ici to fonn | Authority seeks decision on airport capacity 


By Diane Summers, Labour Staff 

CONTRACTORS and are 
equipment suppliers on the con 
British, end of the tun- join 

nel project. UniHwg Britain Co i 

France are to face prosecution 24 
by th e Health and Safety Exec- thir 
nave as a result of the death of was 

a Workman last year, he 

_ Alt hough it will be the sect 
tooth safety case to brought bori 
by the HSE against tlie tunnel coil 
contractors, it is the first ts™* acti 
that a prosecution has been resi 
directly linked to one of the she beir 
deaths there have been so far It 
mi the project It is also the case 
first time that a tnmiei equip- star 
rant supplier has been taken dre 
to court float 

The five contracting co mpa- to tl 
xues to be prosecuted form as t 
Translink Joint Venture, the S< 
British half of the safe 
Anglo-French consortium, the 
Trans manche link. They are: advi 
Balfour Beatty Construction, wea 
Costain Civil Engineering, Tar- safe 
mac Construction, Taylor Cha 
Woodrow and Wimpey Major poin 


The suppliers of one of the 
two types of tunnel boring 
machines on the project. Bob- 
hin ^ - Markliarn J oint Venture, 


are also being prosecuted. The 
constituent companies of the 
joint venture are The Robbins 
Co (UK) and Markham and Co. 

Mr Garry Woodward, the 
third man to die in the tunnel, 
was killed in October 1989 as 
he was bolting together two 
sections of rail in the t unnel 
boring machine. The short cir¬ 
cuit of a cable accidentally 
activated hydraulic gear which 
resulted in Mr Woodward 
bekur crushed. 

It is likely that the HSE*s 
case will centre on fixe circum¬ 
stances that led to the short 
circuit and, in particular, modi¬ 
fications that have been made 
to the tunnel boring machinery 
as the project has progressed. 

Separately, an Independent 
safe ty in quiry carried out by 
the BSE’s accident prevention 
advisory unit recently found 
weak and unco-ordinated 
safety management on the 
Channel tunnel project. It 
pointed to the risk of “cata¬ 
strophic loss” of life unless 
safety controls were improved. 
The contractors said they 
would be acting swiftly on the 
unit’s recommendations 


new division 
in speciality 
chemicals 

By Peter Marsh 

IMPERIAL Chemical 
Industries, Britain’s biggest 
manufacturing company, has 


value speciality cheml 
underlying its interest in mov¬ 
ing the core of its business fur¬ 
ther away from low-price com¬ 
modity materials. 

The division. Id Speciali¬ 
ties, will have «mrn»i sales of 
about £lJ5bn, roughly a 10th 
of Id's turnover. It will 
employ 12,000 people and 
become one of nine broad busi- 
ness departments in the com- 


although ICI 


its policy 


Only about a quarter of ICTs 


division win derive 45 per cent 


Far East. 

Mr Ronnie Hampel, ICI 
board member responsible for 
speciality chemicals, mM tha t 
by grouping the areas under 
one new division, expansion in 
these chemicals would be 


By Paul Abrahams 

THE Civil Aviation Authority 
report published yesterday 
considered 11 possible loca¬ 
tions for an additional runway 
in the south-east of England. 
Its brief was to' consider the 
options from the point of view 
of safety, airspace management 
and air traffic control. The 
political, environmental and 
other canridaralions are being 
left for Mr Cecil Parkinson, 
secretary of state for transport, 
to resohre. 

The CAA ruled out three 
locations for the airport These 
were a development of an air¬ 
port at Bedford, the expansion 
of Lydd Inter na t io nal Airport 
so it could handle 40 move¬ 
ments (take-offs and lsmdtngB) 
an boor, and the creation of a 
short take-off and landing run¬ 
way at Heathrow. 


The remaining candidates 
for the new runway are: Heath¬ 
row (112 movements an hour), 
Gatwick (72 movements), 
Siansted (72 movements), 
Luton (40 move me nts), Bourne¬ 
mouth (20 movements), Bristol 
(20 movements), Manston (20 
movements), and Lydd (20 
movements). All of these are 
possible from file point of view 
ctf air traffic control, according 
to the report 

The CAA was not asked by 
the department of transport to 
rank the options, and has not 
taken to fixe opportunity to do 
so. 

However, the report con¬ 
cluded that in toms of costs to 
passengers, the best choice 
would be a third runway to 
Heathrow, followed by a sec¬ 
ond one at Gatwick. 


A second runway at Stansted 
would be substantially under¬ 
used until after 2005, according 
to the report. Bat it also 
pointed out that Stansted’s sin¬ 
gle runway win be full shortly 
after the year 2000 and that if 
no new r un w a y capacity not 
provided, further traffic 
growth would prove impossi- 

The CAA said that regional 
a i rports, outride the south-east 
such as Manchester and Bir¬ 
mingham, would continue to 
grow, probably at a faster rate 
than those in the London area. 
However, it stated that such 
growth would not provide an 
effective substitute for addi¬ 
tional London area capacity. 

A decision on the siting of 
the runway needs to be made 
as soon as possible, argued the 


CAA. This would allow the 
organisation to prepare the 
necessary air traffic control 
capacity. A speedy decision 
would'also ensure that effec¬ 
tive competition is not seri¬ 
ously hindered by a lac k of 
runway capacity after the turn 
of the century. 

The report said competition 

between airlines is already 
being hindered by lack of 
capacity and carriers are find¬ 
ing it increasingly difficult to 
enter the 

m an open letter to Mr Par¬ 
kinson, Sir Christopher 
Tugendhat, chairman of the 
CAA, said, *1 cannot empha¬ 
sise too strongly the impor¬ 
tance I attach to early identifi¬ 
cation of the next site for 
major runway development." 

This statement is despite the 


CAA’s revision of UK p asses- 
ger fo reca s ts. The downtur n in 
the British charter industry 
and the probable impart of the 
channel tunnel on passenger 

i fomand has forced the organi¬ 
sation to downgrade its fore¬ 
casts by 10. per cent lor the 
year 2000, and by 8 percent for 
the year 2005. This brings its 
fo recasts into Hue with those 
of BAA, formerly the British 
Airports Authority* which 
owns Heathrow, Gatwick and 
Stansted. . 

In addition* the CAA 
upgraded its estimates of the 
capacity of Heathrow and 
Gatwick by 30,000 and 5,000 
movements respectively; The 
organisation says-"this is 
caused by an increased wining- 


Plans for new runway hit turbulence 


Abrahams on the threat 


as Europe’s premier airport hub 


N EW RUNWAYS are 
contentious. They have 
caused riots in Japan 
and created cabinet splits and 
led to ministerial resignations 
in Australia. 

The problem is that the 
silent aircraft is yet to be 
invented. And although a sub- 


fhxn airports in the south-east 
The CAA arg u es th ere is no 
paint distorting traffic Sows by 
encouraging people to travel 


from regional airports when 
they do not want to do so. 

Moreover, the number of air¬ 
craft take-offs and landings 
(movements) is likely to grow 


market which according to one 
study is set to more than dou¬ 
ble from 419m passengers a 
year in 1988 to more than lbn 
by 2008 l 

BAA, which runs the air¬ 
ports at Heathrow, Stansted 
and Gatwick, is coming under 
increasing competition, from 



tary of state far transport wfll 
have to consider not- only envi¬ 
ronmental factors, but also 
communications, . surface 
access and'airport facilities 
when making bfe d e cis i on. The 
three large airports will have 
enormous advantages over 


In addition, analysts point 
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irector repays secret commission 


IN BE DEREK BAND ALL 


Court or 
DUkd^Li 




w Appear & 
Lorn Justice 


Justice 


July 13«S0 


secret commission 

received toy * director sad 
applied to Ur on OK U Is 
repeU b« tohp <q tu oonyoacr 

In fittfaraetkm of Ms rakfe*- 
ranee % before the «sm&f 
goes Into ltqeUfltioB. U U 
transferred frwd * blocked 
accoout held by him a* guar¬ 
antor for the company's ewtr- 
drefit to' the company's over* 

drawn acDcnmt with tbs same 
tank. - - 


The Court of Appeal 
Lord Justice Dmon di 


Lord Justice DUion dissenting, 
when dismissing s& mul by 
liquidator? of Derek Sandall 
Enterprises Ltd, from Mr Jus¬ 
tice MlDett's derisinn that it 
had been repaid secret commis¬ 
sions received by Us managing 

director, Mr Derek Charles 

Randall 

LORD JUSTICE DILLON la a 
dissenting Judgment mid that 
the company •went into modi' 
tors* voluntary liquidation on 
October 1 1085. Mr Randall had 
been Us managing director and 
guiding hand. 

The company, acting by Us 
liquidator, claimed Mr Randall 
was guilty of misfeasance and 
breach of trust as a director in 
applying £78,000 of the com¬ 
pany's money for Ms own use. 
it daimed repayment. 

Mr Randall received the 
£78,000 over a period from Feb¬ 
ruary to May 1882. ft was not 
in dispute that he was guilty of 
misfeasance. The £78400 was 
the total of seeret commission* 
which he received in those 
months. 

He 'betm&e accountable to 
the company for the £78,000 a 
a constructive trustee, and IT 
he had sot repaid the money to 
the comp any before camnieiiee- 
ment of the winding up he 
would have no answer to the 
liquidator's claim in misfea¬ 
sance for the £78,000. 

K was well-established tfu rt a 
delinquent director liable in 
liquidation tor misfeasance by 
misappropriation of the com¬ 
pany's money could not set off 
against that liability any other 
claim he might have as a credi¬ 
tor of the company. 

The delinquent director had 
to pay his liability for misfea¬ 
sance in full, and was left to 
prove in the liquidation for his 


ocher claim. The question was 
whether before commencement 
of the liquidation Mr Randall 
repaid the £78400 to the com¬ 
pany. Mr Justice MiUett held 
that he had. The company now 
appealed. 

Mr Randall paid the £78,000 
into his personal current 
account at Lloyd's Bank. The 
company was getting into 
financial difficulties and its 
overdraft with Lloyd's was 
increasing. Under pressure 
from Lloyd's Mr Randall was 
Hwmllad on to guarantee its 
itles to the bank up to 
£90400. 

In support of his guarantee 
Lloyd's required him to pay 
£90400 into a special guarantee 
account at the bonk. He trans¬ 
ferred the £78400 together with 
£10400. 

The guarantee account was a 
blocked account on which Mr 
Randall could not have drawn 
without the bank’s consent. 
But if the company had pros¬ 
pered and paid oft its over¬ 
draft, the bank would have 
bean bound to release the 
whole of the money In tbe 
guarantee account to Mr Han- 
daEL Accordingly, the mere pla¬ 
cing of the £78,000 In the 
blocked guarantee account 
could not have constituted pay¬ 
ment to the company. 

On September 17 the bank 
called Mr Randall's guarantee. 
On September 30 it transferred 
the money In the guarantee 
account to tbe company's 
account in reduction of the 
overdraft. The following day 
the company went into liquida¬ 
tion. 

That operation reduced thus 
bank's claim In tbe liquidation 
by £88400. It did not reduce the 
company's total indebtedness 
because Mr Randall became 
eatfcfetLas socm as the transfer 
to the company's account was 
made, to stand in the shoes of 
the bank as a creditor of the 
company by subrogation for 
£88400. 

In Anglo-French Co-operative 
Society (mm Zl Ch D 432 direc¬ 
tors misapplied £2.600 of the 
company's money by paying ft 
to one of tbe promoters, and be 
used it to subscribe for deben¬ 
tures in the company. The pay¬ 
ment was a misfeasance, but 
the directors contended their 
liability was satisfied when the 
£2,600 came back to the com¬ 
pany as subscription for deben¬ 
tures. 

Tbe court rejected that 
claim. Lord Justice Brett said 
that when a person's money 
was wrongfully paid away 
nothing could lessen the extent 


of his damage unless the 
money was "paid back into the 
hands of the person from 
whom it was taken ns free to 
him as it was before". 

Jewel MR said "why the 
company should not be entitled 
to the benefit of...the money 
on giving the security, as wcU 
as to the liability of the per¬ 
sons, I cannot see." 

That applied In the present 
case. The money in the guaran¬ 
tee account which the bank 
used in reduction or its over¬ 
draft was presented, whatever 
its actual source, as Mr Ran¬ 
dall’s money deposited in sup¬ 
port of his guarantee. The com¬ 
pany was entitled to treat it as 
such, and pursue its claim in 
misfeasance for tho full 
amount, leaving Mr Randall to 
move in the liquidation pari 
passu with other creditors In 
reliance on his rights by way 
of subrogation. 

Alternatively, to apply Lord 
Justice Brett's terminology, 
the £78.000 did not come back 
to the company as "free" as it 
would have been if paid to the 
company by Mr Randall. It 
came back saddled by his 
rights of subrogation to tbe 

frftnfc . 

The company was entitled to 
succeed on the appeal and 
recover from Mr Randall tbe 
full £78,000 misappropriated by 

him, 

LORD JUSTICE PARKER 
agreed that the question was 
whether prior to commence¬ 
ment of liquidation Mr Randall 
had repaid the £78,000. He 
agreed also that no repayment 
could be established prior to 
September 30 when the moneys 
were transferred from the 
guarantee account to the com¬ 
pany's overdrawn account. The 
problem was to determine tbe 
effect of such transfer. 

In Anglo French it was 
explicitly recognised that the 
persons holding the debentures 
were not before the court and 
might have a valid claim to 
them. The present case was 
markedly different. Here the 
company gave nothing in 
return for receipt into its bank 
account of tbe misappropriated 
moneys. The only person who 
could conceivably be regarded 
as preventing such receipt 
from being a return of the 
moneys to tbe company free of 
fetter was Mr Randall, and he 
was before the court 

It was submitted that there 
was such a fetter because Mr 
Randall would be subrogated 
to the rights of the bank to the 
extent of the moneys trans¬ 
ferred, and that the result of 


the transfer was that a liability 
to Mr Randall was substituted 
for the company's liability to 
the bank. 

That could not be accepted. 
Suppose that immediately after 
the transfer Mr Randall had 
claimed against tho company 
assorting subrogation rights 
and had stated that the £78.000 
was misappropriated, his claim 
would be completely hollow. 
Suppose he had kept the 
£78,000 in a suitcase and 
handed it in to the credit of the 
company's account in pursu¬ 
ance of his obligation under 
the guarantee, he could have 
had no right of subrogation to 
be able to claim that amount 
from the company .He would, in 
effect, have been paying the 
company money he owed it. 

If that were so, his liability 
to the company was discharged 
when its money was paid to its 
credit and in reduction of its 
liability to the bank. 

The appeal should be dis¬ 
missed. 

LORD JUSTICE STOCKER 
agreeing with Lord Justice Par¬ 
ker said that theissuc was 
whether or not the company, 
having hod its indebtedness to 
the bank reduced by £78400, 
had in fact sustained any loss 
by reason of Mr Randall's mis¬ 
feasance. 

The company had not sus¬ 
tained any loss. It would 
receive payment twice over if 
Mr Randall provided a further 
£78,000. 

In Anglo-French the money 
subscribed for the debentures 
was not money freely available 
to the company, since the 
compnay was saddled inter alia 
with the liability to redeem the 
debentures. 

In the present case even if 
payment to the bank was 
regarded os a loan it could not 
in fact have been a loan. Once 
the true facts were known it 
was established as tho com¬ 
pany's unfettered money, since 
no debt in favour of Mr Ran¬ 
dall existed. 

If, contrary to that view, 
some fetter did exist, It was 
illusory. The money never was 
Mr Randall's property. Any 
claim in the liquidation by sub¬ 
rogation would be bound to 
fall. He had no claim to the 
money. Such a claim would 
have been fraudulent. 

For the liquidators: Richard 
Janes {McKenna & Co) 

For Mr Randall: Michael 
Brampton (Stone Rowe Brewer 
& Devane. Richmond) 

Rachel Davies 

Barrister 
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Daimler-Benz International Finance B.V. 

Utrecht The Netherlands 

Australian Dollars 100,000,000 
14%% Ncftes of 1990, due 1995 

unconditionally and irrevocably guaranteed by 

Daimler-Benz Aktiengesellschaft 

Stuttgart 
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CITY LIVING 
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in a dramatic wate rfron t setting overlooking St. Katharine Haven, 



Built to the highest specification in traditional materials in the 
classical style of Nash, each has 6 Bedrooms, 4 Bathrooms, 
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1% yr ention brand 
m/| accounting to a 
I W ■ finance director or 
▼ JL stockbroker's ana¬ 
lyst, and the likelihood Is that 

there win follow a disquisition 
on the ingenious way that com¬ 
panies like Grand Metropoli¬ 
tan, Guinness and Ranks Hovis 
McDougall have managed to 
bolster their balance sheets by 
ascribing a value to their 
brand portfolios. 

There is, however, another, 
less familiar side to the brand 
accounting debate: namely, 
over the way in which compa¬ 
nies measure the performance 
of their brands internally and 
decide how to allocate 
resources from one brand to 
another. According to a recent 
report from David Allen, a for¬ 
mer finance director of Cad¬ 
bury, the confectionery manu¬ 
facturer, and now a professor 
at Loughborough University, 
the misuse of accounting is 
leading to the mismanagement 
of brands. 

Allen's thesis - to be found 
in the report Creating Value: 
The Financial Management of 
Brands* - is simple but damn¬ 
ing. Having talked to numer¬ 
ous British managers in com¬ 
panies with brand portfolios, 
he argues that traditional 
double-entry accounting is 
being used “beyond Us ‘design 
spec’" to assess whether a 
brand is doing well or badly, 
and that as a result managers 
are taking the wrung invest¬ 
ment decisions. 

He draws a contrast between 
two different ways of measur¬ 
ing financial performance. The 
first is the accounting model 
which forms the bads of the 
figures one finds in a compa¬ 
ny's formal report and 
accounts. This, Allen argues, is 
designed for “stewardship 
reporting”, ie giving a picture 
of the company’s financial per¬ 
formance to its shareholders. 
Inevitably, argues Allen, such 
figures are backward-looking, 
focusing on tangible assets and 
realised profits. 

In contrast to this, there is 
what Allen calls “pro-active 
financial management”. This, 
he explains, involves "for¬ 
ward-looking subjective judg¬ 
ments”, often based on intangi¬ 
ble values, ie on gains which 
are as yet unrealised and thus 
do not find their way into a set 

of financial aCCOUUtS. 

The central problem, accord¬ 
ing to Allen's scheme of things, 
is that the management 
accounts used by those directly 
responsible for a portfolio of 
brands are no more than “sub¬ 
sets of financial accounts”. The 
management accounts “are 
more frequent.” he explains, 
“and more de taile d, but are pri- 


The value of brands 


Wrong figures lead 
to wrong decisions 


By David Waller 
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Balance sheet values of brands may not buflcate worth whan 


manly used to check that the 
business is on course for its 
target pr o fits . The danger that 
[the brand’s] long-term health 
may thereby be damaged is 
hardly ever quantified." 

This stems from short-ter- 
imsm at the very top of the 
company, Allen argues: “Direc¬ 
tors of public companies say 
they believe that their security 
depends on reported results. 
Middle and junior management 
are motivated to support them 
by means of objectives, perfor¬ 
mance measures and rewards, 
expressed in terms of account¬ 
ing profits (or derivatives, such 
as return on assets or gaming* 
per share).” 

Thus, Allen continues: 
"Investments in brandbuilding 
strategies are explained, not in 
terms of what can be justified 
on the basis of expected 
returns, but in terms of what 
can be afforded on the basis of 
reported profits.” 


Expenditure - on research, 
development, training, market¬ 
ing and information manage¬ 
ment - may thus be seen as 
no more than an appropriation 
of forecast profits, rather than 
as the vital investment 
required to maintain the 
strength of the brand over the 
long term. Moreover, Alien 
finds, marketing expenditure is 
often seen as the most discre¬ 
tionary outlay under manage¬ 
ment control 

"Problems In other parts of 
the mix (volume, price, cost) 
are compensated for tv reduc¬ 
ing marketing support, so as to 
stay on course for the profit 
figure which is seen as a com¬ 
mitment - and is used as the 
benchmark for bonus calcula¬ 
tions ... Quite frequently, sup¬ 
port for one brand is reduced 
in order to compensate for vol¬ 
ume, price or cost problems 
faced by another.. 

What is required, according 


twees are being allocated 

to Allen, is a new accounting 
model which recognises the 
importance of intangible assets 
and unrealised gains - a 
model which represents the net 
present value of the cash 
which will flow from that 
brand over the medium-term, a 
statement of the total wealth of 
the business independent of 
the exigencies of the stock 
market and financial reporting. 

In the penultimate chapter of 
his report, Allen advocates the 
use of a system based on an 
estimate of the present value of 
the business. This would 
enable managers to overcome 
traditional accounting's dis¬ 
tinction between capital expen¬ 
diture (which bolsters the bal¬ 
ance sheet) and revenue 
expenditure (which is set off 
against profits). 

"Fundamentally.” Allen 
says, “there is no difference 
between the two outlays; the 
cash used to defray what the 


accountant caQs capital expen¬ 
diture is the same as that used 
to defray revenue expenditure. 
Baying market share [by 
spending on advertising, which 
would reduce reported profi t s ] 
is no different from buying the 
plant with which to supply it." 

R is not as simple as tics, 
though; the present value cal¬ 
culations must be adjusted to 
take' account of (a) “interac¬ 
tions” ami (b) “relativity”. In 
this context, interaction means 
the way the demand stimu¬ 
lated by the advertising is 
exploited, ie as higher volume 
or higher price. Relativity 
refers to "the relative advertis¬ 
ing effectiveness which builds 
relative market standing, and 
relative price which, translates 
this into wiarimf. share and vol¬ 
ume." 

What do finance directors 
think of Alien’s ideas? A good 
one to turn to is Neville Bain, 
finance, director of Cadhury- 
Schweppes, parent company of 
Cadbury itself. Bain says he 
sympathises with Allen's anal¬ 
ysis, but is not convinced that 
his former colleague offers a 
practicable solution to the 
problems of accounting and 
shoitteradsm. 

“Cash is a reality, profit a 
matter of opinion,” says Bafn_ 
"Even so, we hardly ever use 
discounted cash flow analysis 
to measure performance at the 
trading leveL although we may 
use it to assess whether we 
should buy a company or start 
the same business from 
scratch, l have to agree with 
David that the bonuses for the 
managing directors of our 
average businesses are calcu¬ 
lated largely by reference to 
short-term trading profits. 

"Whether our brands suffer 
as a result of the cutting of 
marketing expenditure is a dif¬ 
ferent matter,” Bam continues. 
“It’s almost too obvious a trick 
to get profits up by cutting 
advertising expenditure.” 

He think* it important that 
good business performance be 
reflected in terms that the pro¬ 
viders of the company's capital 
can understand. Nevertheless, 
he is sympathetic to the argu¬ 
ment that the performance- 
measurement model should, 
somehow, take account of sub¬ 
jective, Don-financial criteria. 

Quite how is another matter; 
Bate says that Allen’s model is 
too complicated for ready 
implementation. 

* Creating Value, The Finan¬ 
cial Management of Brands. 
Available from the Chartered 
Institute of Management 
Accountants, 63 Portland Place, 
London WIN 4AB. Payment of 
£19.50 plus £2 p+p required 
with each order. Further infor¬ 
mation on 071-637 23LL 
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Ian Rodger explains how Citizen has benefited from thinking 
small - making tiny products and avoiding big competitors 


S teer dear of the big boys 
- that seems to be the 
key to success in diversi¬ 
fication that Citizen Watch has 
found in the past couple of 

years. 

Citizen is one of a group cf 
medium to large Japanese 
manufacturing companies 
(consolidated sales of about 
£L 2 bn last year) that has been 
preoccupied with diversifica¬ 
tion for several years, but for a 
long time did not seem to be 
getting very for. 

Kyocera and Brother Indus¬ 
tries are others of the genre 
that come to mind. All 
achieved high growth in the 
1970s and early 1980s by mak¬ 
ing a single product or group 
of products better than their 
competitors, often after devel¬ 
oping it in-house. 

All then became worried 
about the maturing of their 
products and tried to diversify 
to maintain the momentum of 
their sales and profit growth. 
Naturally, they moved first 
into areas related to their own 
expertise, in the hope that syn¬ 
ergy would help them at least 
to avoid disaster. 

In each case, however, they 
soon found themselves compet¬ 
ing with companies with much 
greater resources - something 
they had been unaccustomed 
to in their core businesses. 
Brother, which did well in elec¬ 
tronic typewriters, has been 
swamped in the word-processor 
business by NEC, Matsushita, 
Toshiba and others. 

Kyocera, a power in high 
technology ceramics, has had 
an uphill struggle in the cam¬ 
era business against the estab¬ 
lished giants, Canon, Konica 
and .Minolta. Citizen has floun¬ 
dered for years in the com¬ 
puter printer business, unable 
to keep up with the big vol¬ 
ume, low value producers, 
such as Epson, or to find a 
place in the new laser technol¬ 
ogy printer market 
However, of the three 
groups, Citizen has probably 
had the greatest success so far 
in its overall diversification 
programme. It has reduced the 
importance of watches in its 
overall sales from two thirds in 
13S6 to 49 per cent last year, 
although this has not been 
achieved by trimming the 
watch division. Over the 
period, watch sales rose by 12 
per cent and still account for 
nearly two thirds of group prof¬ 
its. 


If there is a common, charac¬ 
teristic in Citizen's successful 
diversifications, it appears to 
be the avoidance of more pow- 
erful competitors. For example, 
the group's precision lathee, 
developed in-house for manu¬ 
facturing the tiny rods and 
bars that go into watches, have 
been a big hit, as manufactur¬ 
ers of many other products 
emphasise miniaturisation, in 
the year to March 311960, sales 
were up 38 per cent to Y29bn. 

Similarly, the group has 
used its precision s kills to 
great effect in developing very 
slim floppy disk drives (FDD). 
These are particularly in 
demand for the new generation J 
of so-called notebook size: per¬ 
sonal computers where the 
smallness of component& has 
become important. 

Riding the popularity of 
these PCs, Citizen's FDD sales. 
soared last year. The group 
now claims second place in the 
world market for 39 inch FDDs 
with a 10 per cent-share; it is 
confident it can more than 
double its share this year and 
surpass the market leader, 
Sony.. 

In a related venture, it has 
begun manufacture and assem¬ 
bly of notebook computers for 
Compaq, one of the market 
leaders. Sales of these PCs and 
FDDs jumped 28 per cent last 
year to Y48J2im. 

By contrast, sales of printers 
tumbled 1L2 per cent last year 
to Y14.6bn and thegroup has 
decided to follow a strategy 
often taken by Western manu¬ 
facturers when a product hue 
is under threat It has retreated 
to a niche making high-value, 
low-volume impact printers. 
This has brought the business 
back into profit but a big ques¬ 
tion mark must hang over its 
future. 

For the future, Citizen seems. 
determined to stay on its "pre-, 
dsfon mechatronics” track and 
to try and avoid sectors where 
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the competition is too hot or 
where the -group woukl be^a 
late entrant, as in hard disk 
drives, for example. Michto 
Nakqjfana, president, says the 
group is very interested. in 
integrated ; cards, whteh 

many think wflj.taihe-oyw: from 
floppy disks as the standard 
portable data storage media as 
the miniaturisation trend 




The group’? latest venture,, 
announced in May, is to design . 
and make piastfc packages me " 
Motorola, microprocessors and. 
assemble tvww for the US chip 
maker, a highly specialised 
process. The group, has. 
invested Ylbn cm high-vuiiuae 
assembly equipment - for the 
venture, and is confident it will. 
lead to further big contracts. 

. in another., sector,, liquid, 
crystal displays (LCD), Ci t izen 
npw faces tits problem of deddr. 
ing whether to carry oin in an 
area where it has had a good 
run, but Which, is now attract¬ 
ing the interest of the big bat- 

fii firm** , 

The company has become a. 
respected supplier , of flat, 
screen LCDs for portable com-. 
potes, calculators, electronic 
ffiarj a; arid the like and bas e 
sufficient vdhnrie in. black and 
white displays to make satis- 
factory profits. 

However, colour LCDs are 
mow. begriming to come on the 
market, with a big,, heavily- 
financed XBMT-Toshifaa. joint 


jima admits frankly tint s® 
group is toan over -what , to dp 
about it .Tt is very expenrive. 
We would have tetavest tens 
of billions ofyen (YlOhn « 
£37mx and it would be four or 
five years before we ; saw a 

profit:»- 

Fast experience points one 
wsy, bu£~the Japanese fate a 


rafale to other companies; we 
cannot -lose.'. out-to others,” 
Nakajfcna. says. , . 
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“I STOPPED worrying about 
this kind of thing years ago," 
says John Waldron, chairman 
of Kratos, a UK analytical 
instruments company, in 
response to a question about 
the ownership of his business. 

Since early last year Kratos 
has been part of Shimadzu, 
Japan's biggest maker of ana¬ 
lytical equipment and one of 
the world’s top four companies 
in this field. 

For Waldron, who is 62 and 
started out as a research chem¬ 
ist, the takeover was a water¬ 
shed in a 40-year career which 
has spanned the entire modern 
history of developments in ana¬ 
lytical instruments. 

During this time he has 
remained at Kratos while it 
has passed successively under 
the control of two large UK 
industrial companies; a US 
high-technology business; a 
group of UK bankers; and now 
Shimadzu, 

The story of Manchester- 
based Kratos provides an 
insight into the expansion 
strategy of Shimadzn, which is 
barely known in the West yet 
is the leading player in analyti¬ 
cal instruments in the Far 
East. It is keen to establish 
itself in Europe via the Kratos 
acquisition. 

The takeover by the Japa¬ 
nese company also marks the 
latest stage in the development 
in Britain of a specific area of 
analytical technology — mass 
spectrometry - in which Kra¬ 
tos gained a foothold in the 
1950s as a result erf work on the 
UK’s atom-bomb programme. 

Kratos’s progress in this 
technology, thanks to the suc¬ 
cession of owners, has hardly 
been smooth. It is conceivable 
that the company might today 
be in a mu ch stronger position, 
under UK control, had its origi¬ 
nal owners pursued a longer- 
term development strategy. 

For Waldron, however, the 
question Is academic- The first 
two owners of Kratos were 
Associated Engineering Indus¬ 
tries and General Electric Com¬ 
pany, Britain’s biggest electri¬ 
cal group. GEC took over 
Kratos after it bought AEI in 
1967. 

Waldron acknowledges that 
neither AEI nor GEC were par¬ 
ticularly adept at running the 
Kratos business. They did not 
appear to have much interest 
in growing it to a world-scale 
company. 

But he says: “The arguments 
about control are outdated. 
The term 'British company* is 
emotive. What matters is 
whether local research and 
development Is encouraged,, 
whether you have British man¬ 
agement and local manufactur- 


Peter Marsh on how Kratos is 
adjusting to Japanese ownership 

m 

Playing two 
instruments 
in harmony 


ing, and whether you are creat¬ 
ing jobs. AH these criteria are 
filled with the present owner¬ 
ship [Shimadzu].” 

Analytical Instruments 
encompass a world business 
with «ti mmi sales of about 
S5bn. It involves a range of 
systems for monitoring and 
measuring substances in a 
number of industries including 
chemicals, ofi-prospectingT pol- 
lution control, medicine and 
space research. 

The s y s t ems in which both 
Shimadzu and Kratos sped- 


analytical machines with 
annual sales of about 3400m 
which are growing at about 12 
per cent a year. Spectrometers 
are used for working out the 
concentrations of molecules in, 
for instance, a stream of gas 
from a chemicals piwwt cat a 


as part of abt, During the 
1950s, he worked for Metropoli¬ 
tan Vickers, another part of 
AEI, and was responsible for 
some early advances In spec¬ 
trometers. The systems saw 
initial use in the UK in 
research into uranium separa¬ 
tion as part of the nudear- 
bomb p ngiwwww 

Kratos was sold by GEC in 
1976 to a US instruments group 
from which it took the Kratos 
name. It had one further 
owns:, a group of UK financial 
institutions, which took con¬ 
trol in 1984 after a manage¬ 
ment b uyou t Fdlowing finan¬ 
cial problems for Kratos, the 
institutions sold the wumpany 
to the Japanese last year for 
about about $20m. 

From S hima dzn’« point of 
view, the Kratos takeover is a 
central part of its efforts to 


Hie takeover means Shimadzn has a new 
range of upmarket spectrometers which 
it can sell to its customers In the Far East 


metal whose surface has been 
contaminated. The machines 
work by subjecting ions 
(charged atoms) from the sub¬ 
stance being studied to a mag¬ 
netic field. The ions can be 
identified by calculating their 
mass and their electrical 


Waldron worked for four 
years in the ridd 1970s for VG 
instruments, a UK instruments 
group which was bought last 
year by Fisons. Fbons is a UK 
drugs company which is braid¬ 
ing up an analytical equipment 
business and is among the 
world's top four companies in 
this field. Besides Shimadzu, 
the other two are Hew¬ 
lett-Packard and Perkm-Elmer, 
both of the US, 

Apart from this spell with 
VG; Waldron has spent most of 
his career in top jobs with Kra¬ 
tos since it was formed In I960 


build up in Europe. Scientific 
instruments account for 
roughly half of Shimadzu’s 
annual sales of about $L2ba. 
Tbfi company also mates air¬ 
craft equipment and medical 
systems. The majority of Shi¬ 
madzu’s instruments galea are 
c ur re ntl y in the Far East 
Kratos, with likely revenues 
this year of about $35m, is a 
small player in instruments. 
Shimadzu was impressed, how¬ 
ever, by the geographical 


come from just the regions 
where the Japanese group is 
weak. About 40 per cent of Kra- 
tos’s turnover comes from 
Europe, and a grmfter amount 
from the US. 

Furthermore, Kratos is 
strong in' a part of the spec¬ 
trometer market in wbkfa Shi- 
madzu is struggling to estab¬ 
lish a presence. This comprises 
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research-grade spectrometers, 
which are hi g hl y sophisticated 
machibRs and can cost $lm or 
mare. They are used by skilled 
scientists for jobs iifc« unravell¬ 
ing the paths of complex chem¬ 
ical reactions. 

Such high-grade spectrome¬ 
ters account for about a third 
of the world market in the 
machines. The rest of the mar¬ 
ket is taken up with so-called 
bench-top systems. These 
machines typically cost about 
$70,000, have limited resolution 
and are used for jobs which are 
not especially demanding sci¬ 
entifically - routine pollution 
analysis for instance. 

Shimadzn specialises in 
these bench-top s y st em s. But it 
has been interested for some 
time In building up strength at 
the top end of the market. 
Other leading groups in 
research-grade systems include 
Hewlett-Packard; VG; the US’s 
Extrel and Finnigan (owned by 
Thermo Electron); and Nermag 
of France, 

The Kratos takeover means 
Shimadzu has a new range of 

upmarket spectro m eters which 
it can sell to its existing cus¬ 
tomers in the Far East More¬ 
over, the acquisition gives it 
access to some specific technol¬ 
ogies - particularly in soft¬ 
ware and in detection sys tems 
- where Kratos is strong. Shi¬ 
madzu’s engineers may be s We 
to use some - of these technolo¬ 
gies in future generations of 
ihe cheaper instruments which, 
it' sells already - sales of 
which are growing at a foster 
rate than the research-oriented 
systems. 

According to Gordon Wfikin- 


san, editor of Analytical Instru¬ 
ment Industry ffaxnt, a UK- 
. based, newsletter, the deal is 
extremely good for Shimadzu. 
They are taking a long-term 
view,” he says. 

This is not the first move 
Into Europe for Shimadzu. It 
already has a small assembly 
oper a tion in Duisberg in Ger¬ 
many for its bench-top 
nmehinaft But just as it has 
foiled so for to break out into 
the research-grade systems, it 
has not as yet struck up 
with the scientific community 
which uses these madifaw In 
this last respect Kratos’s good 
connections with a number of 

UK m ri v a rBl t iea — among them 

Cambridge, Warwick and Man - 
Chester - will be highly use¬ 
ful. Hideki Makabe, Shimadzu 
managing director in charge of 
scientific instruments, says: 
“We are frill of respect for Kra¬ 
tos’s expertise [in technology].” 

Shimadzu has told Kratos 
and its 350-strong workforce 
that production and research 
will continue in Manchester. 
Had other companies pur¬ 
chased the Manchester con¬ 
cern, rationalisation and 
redundancies would have been 
likely. 

Waldron conveys the impres¬ 
sion that Shimadzn is shaping 
up to be a much better owner 
of Kratos than any of the 
groups previously in charge. 
Their approach his been 'How 
can we help you?” he says. 
They have taken a lot of time 
and trouble to try to under¬ 
stand our business and about 
how a western company oper¬ 
ates. There is a feeling of per- ! 
manence.” 


Artificial diamonds show 
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off their valuable shine 

Martin Dickson examines GE's breakthrough 

A breakthrough in the the world record fay going a ' repeating stations by getting 
manufacture of man- few inches over eight feet, and rid of unwanted heal, 
made diamonds - of came awav with a iunut of l2 ~Laser technnimnr c 1 uu.m 


A breakthrough In the 
manufacture of man¬ 
made diamonds - of 
potential importance to sev¬ 
eral high technology indus¬ 
tries - was announced last 
week by General Electric, the 
US company which pioneered 
artificial diamond production 
back in the 1950s. 

Natural diamonds - the 
kind mined .out of the earth - 
are not only the world’s hard¬ 
est material and most desired 
form of personal adornment 
but also its most efficient con¬ 
ductor of heat, giving the 
stones many important high 
technology applications such 
as in micro-electronics «wH 


Last week, however, GE 
announced that it had found a 
way of making a new type of 
diamond which can conduct 
heat np to 50 per cent more 
efficiently than the natural 
gems and which is also more 
resistant to damage from a 


“T his w ill cha n ge the fa* of 
industry for many years to 
come," says Ed Rnssell, gen- 


si ves, which will start manu¬ 
facturing the new product 
commercially in one to two 
years' time. 

GE Is already the world's 
Witing supplier of manmade 
diamonds for industry. Its 
breakthrough in the conduc¬ 
tivity a rea i nvolved experi¬ 
menting with the composition 
of diamonds, which consist of 
two isotopes of carbon - Car¬ 
bon 12 and 13. Carbon 13 is an 
impurity which slows heat 
transmission, and the best 
heat conductors among natu¬ 
rally occurlng gems are com¬ 
posed 99 per cent of Carbon 12 . 

What GE has done is to cre¬ 
ate an artificial diamond 
which is composed 99.9 per 
cent of Carbon 12. That sounds 
like a small change in 
make-up. Indeed, existing sci¬ 
entific theories predicted that 
such an alteration would only 
lead to a 5 per cent increase in 
a diamond's heat-carrying 
ability at roam tem p e ratu re. 

But experiments by GE sci¬ 
entists showed that the dia¬ 
monds were 50 per cent more 
efficient “It’s as if yon went 
into ft* high Jum p competi¬ 
tion. hoping to slightly beat 


the world, record fay going a 
few inches over eight feet and 
came away with a jump of 12 
feet” says. Walter Robb.GE’s 
senior vin^reaident of corpo¬ 
rate research. 

Measurement of-.the heat¬ 
carrying abilities of the stones 
were carried out by a team of 
scientists at Wayne State Uni¬ 
versity, Detroit, which used a 
novel "thermal wave” method, 
employing two laser beams, to 
carry oaf the iriizteate tests. 

They also made another 
unexpected discovery: the iso- 
topically pure iHammuiB were 
1*000 per cent better at resist¬ 
ing dnmagp front laser Kearmg 
than natural rffamrmHq. 

GE estimates the immediate 
potential market for the new 
dlamomb is between 550m and 
SlOOrn a year. Other 
while the apparent 



breakthrough, say that com¬ 
mercial success depends on 
how expensive the dfan o wl g 
are to make. Robb agrees Hm* 
they will be more costly «h»n 
other artificial «^r e 

will have to look for markets 
where the cost can be Justified 
by their properties,” 

One obvious application is 
micro-electronics, where dia¬ 
monds are already used as 
^hoat sinks” which carry away 
heat from high powered com¬ 
ponents, thus prolonging their 
Ub or enabling them to do a 
wider range of tasks. With the 
diamonds, micro-chip 
m a nufact urers may be to 
pack components together 
more closely without toe dan¬ 
ger of overheating. 

Similarly, in the a ammuc 

catrims industry, the diamonds 
could extend tin life of equin- 
ment such as fibre, optic 


rid of unwanted heat. 

Laser technology should 
also benefit. The diamond's 
much higher resistance to 
laser damage means that it 
can be used as the window 


t heir _ energy. Conventional 
- materials "absorb some, of tfa e 
energy,. which reduces the' 
power of the machine and 
d am ages the window. The new 
material will provide opportu- 
n ttie s for more - cnfr 

ting lasers and more sensitive 


The diamonds- were discov¬ 
ered by coinldning -two verv 


involving high- pressures and 
ora tow pressures. The GE sci¬ 
entists’ first , step Involved a 
process developed far 1980 to 


to rotting and dxflfii^ tools. - 

Tots, process, called chnni- 
“Jwgour jfatosttion, involves 
detaching carbon from a gas 
®**ch as methane at very tow 


— — —- wu i ww* n vabUIUU 

-and laying it down atom fay 

atom to form a dfariumd sheet 
Tho scientists thus produced. 

a sp ect of. 999 per 

orot pnre Cartxm-12 dfemondL 
Sfaets of diamond are grainy, 
bmrever. and tharefiroiSiu 

pood conductor. The second 
stage was to grind up jtbc* 
gbae Unto a powder and use.it 
to a special gemdUtonond mak- 
Ptooss invented by GE Jn 
T 5 at toethod produred 
Jtoapnds; as beautlfnl us- 
.u nt i ed ones. But ^because thn - 
2* was for Ugher^wmetfad 

rianJ 1 ** devSopk commer- 
is 90W. Ttowever. a 
aey^step in foe new process. : : 

Aa tedmhiue' b 
growing salt crystals ■ front 'a,' 1 ' 
solution, although ft • 
Sreat extremes at 


^^J^wtee controte. ” - 
Wffliam Benlud&r, who led 
the t eam o f sdentista,' ray* fa 

25- ^ n0t «®»lataL vfily . the 

dtempndg arend: miiek 
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ao resistant to laser damage. ’ 

B ’ *.J°arttaL rfJhe.., 
P hysical Society, 
JjLUjmcouragj otocs io -kjto 
tiworotical dAh^ t J * .. 
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Rocky Is baskRichard 
O'Brieu’i calf mtaJcal of the 
earfy WTO*, which used a bnr> 
le«»w <ff cheap horror movies 
to preach the aaMgaabte nun- 
tra. "drags and aex and rock 
and rA. has resurfaced In the 
West JEni ltcot only drags a 
reputation-with it, tat » tost 
of fans whose fdw of a good 
time Is to dress op in ffshset 
s tock ings ; white make up,'and 
adjostao* humps. They c ar r y 
rice, boas, and water a* fcrew* 
able aoecswrtes at the stage - 
and a know l edge of the script 
which most also urmanw foe 
cast.. 

The producers ar e w ar y of ■ 
these acolytes whose - 
association with the show 
derives from its movie-verakw. 
Their bags axe searched; their 
props requisitioned. They axe 
not taking V the vesture 
seriously, enough. For this 
stage version goes back to 
basics, and. while not designed 
to play Rocky straight; at least ‘ 
wants to rescue It from aQ the 
tired camp touring versions. So 
Robin Don’s set looks like 
money well spent, a cross 
between Frankenstein’s den 
and Cape Kennedy with a nice 
line in phalUc rockets; and the 
cast have serious acting 
reputations. 

They do their best to Ignore 
the groupies. "How nice, the 
block booking Cram 
has turned up,” sneers Tim 
Mctanery, who. wears the 
stockings and basque of Frank 
N Fnrter. the mad scientist 
Croat the planet Transsexual, 
with some inhibition, mote like 
a Pantomime Dame than a 
closet transvestite. Edward 
Tudor-Pole, as hi? side kick 
Riff Raff, also seems to lack 
complete faith In his 
No problems with Adrian 
Edmondson and Gina Bellman 
as the wholesome couple Brad - 
and Janet who seek refixge in 

the gothic castle alter their car 
catches apunefure on a stormy 



Push out the boundaries 

T* T T cn ' you see pattern making to eonven- major television organ 
1/1/ Jerry Hall dona! dramas and documents- is a virtual necessity, 
1/1/ playing Wedek- Ties. 10 x 10, produced for BBC2 gratitude to BBC ] 
¥ ¥ ind's Lulu on by Colin Rose, transmitted at (which makes 10 x i 
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Adam Caine and Tim Mclnnery 


Ai«iai Off liuR 


night. They quickly take to 
sexual freedom, being 
graphically seduced in turn by 
Frank in shadow play behind a 
screen, which must have 
seemed shocking in 1973. 
Today it’s quite alright: Frank 
makes a great show of using a 
condom. The finale, with most 
iff the cast tottering around the 
stage in high heels and black 
underwear, provides a surreal 
sight gag and defuses any 
lingering pretentiousness. 

The pace of the non-stop 90 
minutes makes for an 
agreeable evening. The band 
blasts out the music, a 


splendid pastiche of 60's rock, 
with lively enthusiasm. You 
might get splattered on from 
above by smuggled special 
effects; you might miss most of 
the dialogue what with 
heckling from the audience 
and pressure on the actors to 
get through the daft script 
without pause for thought; but 
there Is an energy and a 
liberation about Rocky which 
recalls all that was best in a 
hedonistic, but basically 
harmless era, now as distant as 
Biba and George Brown. 

Antony Thorncroft 


Remembrance 


Jil-II 


Derek Walcott’s Remembrance, 
dating back to 1377, strikes a 
quaint note beside more recent 
forays into the Afro-Carlbbean 
consciousness, eschewing eon* 
frontstional politics and pre¬ 
sentation for a grotto explora- 
Hnr> of. tbs-mind'of as old 
- a schoolteacher atari writer, 

whose consciousness has bees 
shaped .and .textured byhia_ 
colonial heritage. One-jacket 
Jordan, as he was known to his 
pupils, is a creature of the past, 
who recites Gray's Elegy in a 
Country Churchyard and 
believes - with what authorial 
irony one is never quite sure — 
that "when it comes to poetry 
and art, colour'dont matter." 

Walcott's chosen structure is 
appropriately oblique: inter¬ 
viewed by a young reporter in 


his own front parlour, Jordan 
recalls his life in semi-fictional 
form. American attempts to 
buy out the newly independent 
Trinidad are encapsulated in a 
satire about the attempt iff a 
US culture-vulture to purchase 
a family's roof, on which their 
son has painted the stars and 


„„ That, little, parable, is fol¬ 
lowed by the central story, of 
Jordan’s wartime Infatuation 
with a neat English officer, 
which came to an end with her 
abrupt suggestion that they 
should get married. Faced with 
a proposal over an intimate 
diner a deux, Jordan hopped it 
to the men’s room and never 
re-e m e r ged - an act of coward¬ 
ice for which, years later, he 
tries to atone by marrying his 
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Norman Beaton and Nina Marc 


Motlalr Muftr 


No FT? 

No problem in Japan. 

Keeping up wkh the news when you travel id the Far East 
iiwi to be wwwwrtiwig of a The world seldom sands 


artist son off to a visiting 
American hippie. 

The writing is rich with allu¬ 
sion, redolent with signifi¬ 
cances that are only half artic¬ 
ulated: we bear, for instance, 
that Jordan lost a second son 
in the Black Bower riots, but 
that part of his experience 
belongs to an area that is too 
painfUl to be shaped into a 
neat fiction. His son’s death, 
like his own relationship with 
bis long-suffering wife (given a 
quiet dignity by Barbara 
Assoon), is consequently left as 
a muzzy outline at some cost to 
the dramatic clarity of the 
piece, especially to a first act 
which takes quite a while to 
establish its ground rules. 

Anton Phillips’ production 
for Carib Theatre exacerbates 
this dramatic weakness by 
«w«eBning to point up the dis¬ 
tinction between fact and fic¬ 
tion, the present and the past 
in any obvious way (a stronger 
lighting scheme, for instance, 
might have given Nina Marc 
the romantic edge she lacks as 
Jordan’s remembered love, 
dancing to La Sylphid*; she is 
on surer ground as the raun¬ 
chy American). But the show 
does have the benefit of a 
superb Mr Jordan. Norman 
Beaton is roguish, ironic, grow¬ 
ing from a wmHing contrariness 
to an infuriating stubbornness 
and finally to a elegiac wistfUl- 
ness that touches right to the 
soul of Walcott’s often beauti¬ 
ful writing. 

Claire Armitstead I 


ARTS GUIDE 


^' did you 

|y|/ Jorry Hall 

1/1/ playing Wedek- 

¥ ¥ ind’s Lulu on 
Channel 4? If, like me, you bad 
not seen her on the Loudon 
stage In Bus Stop , k made you 
realise that her excursion into 
acting is not merely the whim 
of a rich model with strong 
strings to pull; she really can 
do it. Indeed, she not only 
Invested the Wedekind charac¬ 
ter with a powerful sexuality, 
but also hinted at the presence 
of considerably more talent 
than she was able to exploit in 
this small role. 

But you did not sec it? That 
is hardly surprising since it 
was shown a week ago on Mon¬ 
day, not much before midnight, 
os the third item in that week's 
edition of a Channel 4 series 
called The Dazzling Image. Per¬ 
haps you were engrossed in a 
repeat of Miami Vice on BBC l, 
or highlights of the third Test 
against New Zealand on BBC2, 
or the second part of that 
awful mini soap opera about 
Laurence Olivier and Vivien 
Leigh, Darlings Of The Cods on 
ITV. Perhaps you were in bed. 

It is precisely because the 
temperature bos soared into 
the low eighties (or whatever 
the soothsayers from the 
Weather Centre now insist 
upon railing it on television - 
the mid twenties?) In other 
words because summer 
come and the schedules are 
choc-a-block with sport and 
repeats, many of which have 
already had a proper airing 
here, that it seemed a good 
time to cast an eye over the 
experimental work being done 
on British television. 

if your Up has curled, Pres¬ 
ley fashion, and you ore asking 
“ What experimental work?" It 
should be said that, however 
fast British television may bo 
charging towards the global 
market to snap up American 
game shows and Europudding 
police series, admirable efforts 
are still made by both BBC and 
ITV to make some time, and 
even some money, available for 
untried people and untried 
ideas. 

In the case of Dazzling Image 
most of the work his been 
financed via the Arts Council 
or the British Film Institute, 
and the programmes, made on 
everything from video 8 to 
16mm film, vary from abstract 


pattern making to conven¬ 
tional dramas and rtnnimentE- 
ries. 10 x 10, produced for BBC2 
by Colin Rose, transmitted at 
10.20 on Thursday nights, now 
In Its third series, is currently 

all-electronic. 

The first series of 10 x 20, 
broadcast at the beginning of 
last year, consisted of docu¬ 
mentaries, many of them stri¬ 
king, co-produced by the BBC 
and eight film schools. The sec¬ 
ond series, transmitted last 
summer, provided opportuni¬ 
ties for BBC technicians - 
film editors, cameramen and so 
on - to try their hands at 
directing documentaries. Again 
the results were often good. 
The current series extends the 
exercise to drama, and concen¬ 
trates on studio work. 

We should cherish efforts of 
this sort which aim at broaden- 
ing both the intake of people to 
television and the type at work 
regarded as suitable for the 
medium, because all the signs 
suggest that such initiatives 
will be rare indeed In the world 
of the new technologies. Satel¬ 
lite and cable do bring advan¬ 
tages to viewers: we can 
choose to watch the news 
pretty well when we want, 
there are many more movies 
on offer, programme for chil¬ 
dren or rock music fans are 
available almost all the time. 

But the programming for the 
new technologies is being 
financed at a level way below 
that in terrestrial television 
and one of the chief results is 
to ensure that there is on satel¬ 
lite and cable pitifully Uttle 
that you could even call new, 
let alone experimental. It 
seems that we shall have to go 
an looking to the BBC and ITV 
(specifically Channel 4 if the 
Government's recommended 
split with the rest of ITV 
occurs) to push out the bound¬ 
aries. 

If we do not nurture and cel¬ 
ebrate such efforts then we are 
likely to find ourselves sen¬ 
tenced to an eternity of 2S min¬ 
ute domestic sitcoms, and con¬ 
ventional 40 minute 
documentaries. Moreover there 
is virtually no chance for the 
independent-genlus-starving- 
in-a-garret to create revolution¬ 
ary masterpieces unaided, as 
novelists and painters once 
did. With television the cost of 
equipment, stock and staff 
means that support from a 


* major television organisation 
is a virtual necessity, so our 
gratitude to BBC Bristol 
(which makes 10 % 10) and 
Channel 4 is even more impor¬ 
tant 

That said, Z must report tha» 
after being cinw*gd for many 
hours with cassettes from 
these experimental series I 
have seen just about enough 
mixes from monochrome to 
colour and vice versa, just 
about enough sunlight 
reflected prettily off water, and 
just about enough fast-cutting 
sequences of mundane images 
accompanied by plink-plunk 
electronic music, to last me a 
lifetime. The saddening truth 

about experimental pro¬ 
grammes in 1890 seems to be 
that only 2 out of 25. or fewer, 
have even a hint of the origi¬ 
nality displayed in Bunuel's 
27-minute film Un Chien 
Andatou which, though made 
in 1928, stiU looks more avant 
garde than anything being 
made today. 

That is not the same as say¬ 
ing that no new talent turns 
up. Last week’s 20 x 20 item. 
The Monochrome Man, about 
the serial murderer Dennis Nil- 
sen, was a most impressive 
piece of work by Gabe Solo¬ 
mon. Not only did he exploit 
his 30 minutes to such effect 
that you felt he must have bad 
20, he also used some interest¬ 
ing modern technical effects 
and one repetitive motif - Nil- 
sen’s face on a television 
screen - which, instead of 
being merely a showy trick 
(like so many of the techniques 
in experimental programmes) 
had an Important point to 
make about NUsen. his image 
of himmif, and his relationship 
to society. It will be surprising 
if we do sot hear more cf Gabe 
Solomon. 

Rik Lander's Deep Bed 
Instant Looe in the first of the 
Dazzling Image collections was 
another memorable piece of 
work, albeit far more conven¬ 
tional than much of the mate¬ 
rial in this slot It used com¬ 
edy, a depressingly rare 
commodity in experimental 
television, to tell the story of a 
gormless youth named Frank 
who lives In a dream world of 
fitted kitchens and grocery 
packaging and, fittingly 
enough, gets a Job in a super¬ 
market 

Then there was George 



Miranda Richardson in ’Secret Friends/ an experi¬ 
mental drama in BBC2’s current ‘20 x 10* series 


Snow’s Wedekind complete 
with Jerry Hall, and quite a 
number of items in the 10 x 10 
series looking more or less con¬ 
ventional and unsurprising: 
Ceri Higgins' biopic Tina On 
The Azotea about photographer 
Tina Modotti, for instance, was 
a perfectly competent piece, as 
was Bill Kirkwood's charming 
little drama hook For The 
Moon about a drunk locked in 
a restaurant 

Since 10 x 10 is concerned 
more with bringing on new 
people than new ideas it would 
seem unreasonable to complain 
that there is too little experi¬ 
ment; and since Dazzling 
Image is far more experimental 
it might (though then again It 
might not) seem equally unrea¬ 
sonable to complain that too 
many of its items are compla¬ 
cent, boring and anti-public in 
a manner that reminds one all 
too vividly of Carl Andre’s 
bricks. 

These series remind us that 
there is no law requiring tele¬ 
vision to be used solely for the 
conventional combination of 
sight and sound to convey the 
familial- chronological narra¬ 
tive, whether fact or fiction, 
which occupies it 99.9 per cent 
of the time. In Patrick Reiner’s 
Clouds the main weight of the 
message is carried fay poetry 
n was born in a city of our 
time, a city of sedimentary 


rocks and reborn expecta¬ 
tions ... ") whereas Phil 
Hendy’s Holy Physic consists 
of non-narrative Image making 
(an angel rising through the 
floor to the sound of a space 
rocket taking off, a man hav¬ 
ing his hair cut in a star shape 
and so on). 

The medium is so dominated 
by the conventional that it can 
take a while to shift the gears 
in your min d and approach 
work of this sort in a suitable 
spirit. Once having done so, 
honesty demands an avoidance 
of over-indulgence yet at the 
same time a recognition that 
not everything should be 
judged by the same criteria as 
you would use for a Dennis 
Potter series or World In 
Action. 

Dazzling Image and 10 x 10 
compare moderately well - 
but no more than that - with 
much of the graduate work 
coming out of British film 
schools. (In a few cases it is 
actually the same work.) The 
important point for the future 
health of British television is 
that it should go on being 
transmitted for public con¬ 
sumption, however late at 
night, and however deep the 
shadows thrown by sport or 
American drama series on 
other networks. 

Christopher Dunkley 


English National Ballet 


Mitsuko Shirai 




To inaugurate Its summer 
season, English National Ballet 
came up with a gala triple bin 
less than welcoming or 
well-planned. About 
Christopher Bruce's Symphony 
in Three Movements, more in a 
moment. But the revival of 
Antony Tudor’s Echoing of 
Trumpets suggested that its 
dramas are now sadly dated, 
and any performance of 
B4j art's Bolero is cause for 
despair. Historically, ENB 
(how unwise the title) has a 
rich and varied repertory 
which was enhanced by stars 
and enhanced its casts: this 
programme made the company 
appear faceless, and in the case 
of Bolero, downright foolish. 

Looking at Christopher 
Bruce's version of Stravinsky's 
symphony, one has consciously 
to forget Balanchine’s 
masterpiece to the same score. 
For Bruce the action concerns 
six men got up In trousers, 
shirts, waistcoats and string 
ties (they appear to be 
down-market croupiers) 
accompanied by six girls in 
unforglveable pale blue 
dresses. (Clothes are by Nadine 
Baylis; there is no set save a 


mo Jr 


HALL 


depressing dark surround.) The 
movement style is vivacious, 
with jazzy twists and slumps, 
frequent in its use ox 
Kylian-style racings about the 
stage. It is energetic - and the 
middle movement is, of course, 
a duet - and agreeable to 
watch. But its relationship 
with a score marvellously 
varied in tone and rhythm is 
hard to grasp. Bruce has 
concentrated upon the 
well-documented cinema 
elements in the music, yet has 
thereby narrowed Stravinsky’s 
horizons, where Balanchine 
opened out vast perspectives in 
music and dance. The evident 
demands of Brace’s style are 
well met by ENB’s dancers; 
they remain, however, cyphers 
rather than people. 

The patent sincerity which 
informs e v er y step in Echoing 
of Trumpets - both from 
choreography and from 
Monday night’s cast - cannot 
now stop It seeming 
over-emphatic and relentless 
(and also slightly 
simple-minded as a gloss on 
Lidice's honors). It may be 
that the precision of playing 
that Tudor demanded has been 


lost - though Janette 
Mulligan was admirably 
controlled as the bereaved 
woman - but the structural 
Matandea of the action, and 
the predictabilities of 
characterisation, seem worthy 
without touching the emotions. 
It is a good cause, but a lost 
ballet. 

If only someone would lose 
Bolero 1 should be a happier 
man. Not-music is 
acc o mp a nied by not-dance as, 
on this occasion, Matz Skoog 
shimmied atop the table while 
forty chaps gave every 
evidence of the itch while 
watching him. Mr Skoog is far 
too good a dancer to be 
degraded in this fashion, and I 
wonder if the cast have paused 
to ask themselves why they 
should be involved in this 
sweaty exercise in homophilia. 
We have seen both men and 
women convulsing themselves 
on the table as objects of 
factitious lust in the past In 
Paris they used to talk of an 
ultimate version involving a 
goat and forty Foreign 
Legionnaires. 

Clement Crisp 


For some time now, London 
recitals by this fascinating 
mezzo have been announced 
and subsequently cancelled; so 
it was a teller, as well as a 
pleasure, when she actually 
appeared on Monday for the 
(Sty of London Festival. Plea¬ 
sure it certainly was, with an 
aptly chosen Lieder pro¬ 
gramme and her distinguished 
pianist-husband Hartmut Hfill 
as full partner. 

Years back, we first noticed 
Miss Shirai as a faultlessly 
musical soprano in Webern's 
most difficult songs. Only later 
did the unique colour of her 
mezzo range come on display, 
remarkable for combining per¬ 
fect pitch with a haunting tim¬ 
bre - perhaps an Oriental gift 
- projected almost without 
vibrato, often to intense effect 
Now her dramatic scope has 
broadened, and the voice (and 
the vibrato) with it: a big 
sound, surprising from such a 
petite person, which sustains 
some grandly sculpted lines 
and a whole, concentrated 
view of every song. 

Between them she and Holl 
gave Strauss's op. 67 songs for 
Shakespeare’s mad Ophelia a 
cutting operatic edge, by 


brusque turns strident and cru¬ 
elly drained. Their Wolf group 
began with Hdll’s magical 
spun-silver vision of "Die ihr 
schwebet," and continued with 
Shirai’s simple, luminous 
pathos as the “Verlassene M&g- 
dlein” - too histrionically pul¬ 
led about by Holl, this time - 
and her bewitching “Zigeu- 
neriXL 1 * From Goethe, Philine's 
“Singet nicht" was a delicious 
tease, and Mignon’s “Kennst 
du das Land?" an epic on a 
noble scale. 

Turning to Schumann, these 
artists gave us a Frauenliebe 
imd -Leben of acute feeling and 
lovely consistency, a complete 
reading. Though Miss Shirai 
might allow herself more lus¬ 
ciousness in the composer's 
characteristic turns, and Holl 
underplayed the bridesmaids’ 
ceremony in “Helft mir, ihr 
Schwestern,* the cycle gleamed 
with sympathetic conviction: 
each song stamped with dis¬ 
tinct character, the whole 
sequence cogently developed. 
Serious Lieder-l overs should 
move fast to get Wigmore seats 
for October 1. 


David Murray 
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Some business travellers 

will change neither hotel nor newspaper. Thai’s 
why they are particularly happy to find compli¬ 
mentary copies of the Financial Tima at the Hotel 
Burdigala in Bordeaux 



Anything Goei (Prince Edward). 
Cole Potter's silly ocean-going 
i ftnna musicalfour or five 
marvellous songs and Louise 
Gold trying to emulate Ethel 
Merman. Jerry Zak*s desperately 
bright production oomes from 
the Lincoln Center In New York 
and is undemanding fore (071 
734 8951, oc 071 838 2428). 

Jeffrey Bernard Is Unwell 
(Apollo). Tom Conti is the alco¬ 
holic journalist who em oodles 
a Faistafflan, nay-saying life 
force while co mmit ting public 
by vodka. Keith Water- 
house has stitched a fine play 
from Bernard's own writing. Ned 
Sherrill directs (071437 2863). 
Aspects of Love (Prince of 
Wales). Andrew Lloyd Webber’s 
latest la an intimate chamber 
operetta derived from David Gar¬ 
nett’s 1955 novella. Musically 
interesting, and well directed 
by Trevor Nunn, a cost of 
unknowns project the right seme 
of sybaritic Insouciance. A proba¬ 
ble, but unspectacular, hit (071 
839 5972). 

Shadowlands (Queen’s). Four-tis¬ 
sue w e eple about the love affair 
b e t ween crusty Oxford writer 
CJ3. Lewis and the cancer-riddled 
American poet, Joy Davktman. 
which pushes Nigel Hawthorne 
and Jane Lapotaire into the 
awards stakes. William Nichol¬ 
son's play is irresistibly emo- 
tionaLEUiahMoshtasky's direc¬ 
tion Is superb (0717341168/071 

439 3849). _ 

The Wild Duck (Phoenix). Peter 
Hall's revival of Ibsen’s tragi¬ 
comedy rhampinnw the great 
Norwegian’s humorous potential. 


Alex Jennings, David Threttall 
and Nlchola McAuUSe head the 
cast (0712W 9661). 

Absurd Parson Singular (White¬ 
hall). Robust revival of early 
Ayckbourn comedy, directed 
by the master himself, about 
three couples at Christmas in 
three kitchens over three years. 
Moira Redmond. Bichard Kane 
and LavinJa Bertram on fine 
form. { 071 8671118). 

Henry IV (Wyndbam’s). Piran¬ 
dello's cat's cradle of fantasy 
and reality, ide n tit y and time 
In a production by Val May. The 
sobriety belies Its pre-production 
high Jinks. Sarah Miles left the 
oast, but Rtcbard HOrris stayed 
to give a star performance ss 
the nobleman who ****»*■ he 
is an llth century king (071867 
1116). 


Mmttart aspirations to electoral 
ambitions in the 1980s, accoanpa- 


tional flavour of the period (238 
6200). 

Gypsy (St James). This 30th anni¬ 
versary modnetion does more 
than revive a rich, vivid musical; 
it also introduces a new belter 
m the Merman tradition - Tyne 

Daly, as the bossy, tireless and 
tuneful Rose, who shamelessly 
leads ber daughter into bur¬ 
lesque while rejecting a personal 
life for herself (248 0102). 

Grand Hofei (Martin Beck). 
TOmmy Tuna, Broadway's pres¬ 
ent musical doctor, directs 
remake of the Garbo film to 


magnificent spectacle of Victor 
Hugo's mafostic sweep of history 
and pathos brings to Broadway 
Lessons in pageantry and drama 
(239 6200). 

Phantom of the Opera (Majestic). 
Stuffed with Maria BJofnson’s 
gilded sets. Phantom rocks with 
Andrew Lloyd Webber's haunt¬ 
ing melodies in this mega-trans¬ 
fer from London (239 6ZOO). 


ITH ODEON, TOWN A COUNTRY CLUB 


Steel Megmdlas (Royal George). 
Ann Francis and Mazda fioda 
play the leads in this view of 
southern life from under the dry¬ 
ers in a busy hairdressing estab¬ 
lishment (988 9000). 


Cat on a Hot Tin Hoof (Eugene 
O'Neill). Kathleen Turner, whose 
statuesque good looks embody 
Tennessee Williams’ vibrant 
character, Maggie, is surrounded 
by an excellent supporting cast 
in Howard Davies' production. 
Grapes iff Wrath (Cort). The 


in an elegant, but somewhst ran- 
dom setting CUB OUM). 

Sweeney Todd (Circle In the 
Square). An intimate production 
of the Sondheim-Wlierier musical 
in contrast with the elaborate 
original a decade ago ampbasises 
the descent into madness of Bob 
Gun ton as the demon barber 


man). The season concludes with 
a visit from this widely toured, 
spirited version of Sopbodee, 


tation of the Steinbeck epic novel 
has taken a long time to reach 
New York from Chicago; the wait 
was worth it, with the 1930s 
brought alive In its squalor as 
well as its test tfhm aan^ 

Joad stands out in Frank GaJati’s 
adaptation. 

Hdffl Chronicles (Plymouth). 
Wendy Wesseretein’s award-win¬ 
ning drama covering 20 yews 
in the Ufe of a successful Ameri¬ 
can baby boomer goes from sup¬ 
port far B - McCarthy's pres- 


(ImptaiaO. Anyone attracted by 
the notion of time boon at flhn 
trailer previews will adore this 

W K m pwMHnw nf 

and choreographed plays of ths 
past 40 years, including On the 
Toon, West Side Story and 
Gypsy. A contemporary grew 
of Broadway aspirants lack tha 

multi-talents that inspired the 
hfiydayof the musical. 

Cite (Winter Garden). Still a 
sell-out, Trevor Nunn's produc¬ 
tion of TA Eliot's cfafldren’s 
poetry set bo music is visually 
startling and dtonwgraphically 
faHng (239 8362). 

Lee Miserable* (Broadway). The 


costal church. Ends Aug 12 (443 
3800). 

Tokyo 

KahukL Kabatd-za (6413131). 

The wwriiMfl at 11 am Is a 
programme that fatelnrtBa ft ffpfft- 

tacular lion dance, while the L30 
pm performance consists of the 
even more spectacular full-length 
play. Tenjwcu TokaJbe, fe&urlng 
magic and mayhem with kabuld 
superstar Ennosuka. master of 
the quick-change routine. Excel¬ 
lent earphone guide in English 
and Kn gUah-feng ufl g ift pro¬ 
gramme. Meanwhile, the 
National Theatre (285 7411) has 
a "kabuld classroom" that con¬ 
sists of a lecture dem o nstr ati on 
(with earphone translation into 
English) followed by a perfor¬ 
mance of Koat no Ha (The Fox 
Pr inces s) - an ex ce lle n t intro¬ 
duction to kabttki. Opens today. 


Ry Cooder has become one of 
rock’s greatest interpreters, a 
performer capable of utterly 
transforming others’ material 
and nuiTrtaig it his own. Though 
be has a wider constitu¬ 

ency with film scores, most 
notably for Wlm Wenders’ 
Paris, Texas, his large and 
devoted audience - one hesi¬ 
tates to describe such attentive 
and knowledgeable listeners as 
a cult - has followed his 
anthologising progress, as 
much as the development of 
his own song writing, with 
constant fascination. 

Folk music in its widest defi¬ 
nition has been Cooder’s 
starting point, to which be has 
added other strands. He shared 
his four concerts at Hammer¬ 
smith with fellow slide guitar¬ 
ist David Lindley, another peri¬ 
patetic performer of the last 
two decades, member of the 
psychedelic group Kaleido¬ 
scope and latter-day collabora¬ 
tor with Jackson Browne, and 
like Cooder a much admired 
sought-after session guest. 

Together they generated a 
beautifully balanced, intensely 
detailed sound, drawing the 
audience into their introspec¬ 
tive world in which which 
every shift of Codder's beme- 
talled fingers told, as he wan¬ 
dered though a repertory that 
touched upon all the fields he 
has visited over the last two 
decades from straight rock n’ 
mil - a fierce “Blue Suede 
Shoes’* - blues and country 


rock to unadorned country and 
western. It was a sustained, 
spell-binding occasion. 

★ 

Which is all a long way from 
Bob Geldof, strenuously trying 
to prove that there is life after 
punk, the Boomtown Rats, 
Live Aid and near-canonisa¬ 
tion. His new band, complete 
with two members of the Pen¬ 
guin CaI8, an ex-Rat, and a 
Irish folk dancer of until npMn g 
composure is the Vegetarians 
of Love, and their new aihmw i 
heavily smoked with the 
sounds of Irish traditional 
music. The result is a strange 
fusion, sometimes sounding as 
if the Chieftains had bought 
themselves some heavy-duty 
FA, but which never quite gels 
or convinces - the rowdier 
Pogue-like numbers seem clos¬ 
est to Geldof s past and carry 
much of the energy, though 
the quieter Dylanish narra¬ 
tions complete with a curled- 
lip snarl that outdoes the man 
himself seem more durable. 

On Monday there were the 
enthusiastically greeted nods 
to the past, when the hair 
became immaculately tousled 
and the shirt tail to 

the knees. But the older Geldof 
finds it harder to bring such a 
savage edge to youth anthems 
like “I don’t life MrodaSrhe 
has discovered just how much 
more than teenage aliena tion 
there is to get angry about. 

Andrew Clements 
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Road clear for 
German unity 
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ONCE AGAIN Mr Mikhail 
Gorbachev has displayed his 
unrivalled talent for bowing 
gracefully to the inevitable. By 
dropping bis objection to Ger¬ 
man membership of Nato, and 
agreeing to withdraw all Soviet 
forces from east Germany by 
1994 at latest, he has extricated 
himself from an impossible dip¬ 
lomatic position. 

Domestically this may give 
yet more ammunition to his 
conservative critics, who domi¬ 
nated the recent congress of 
the Soviet Communist Party. 
One of the accusations cast at 
him repeatedly in that unruly 
gathering was that he had 
abandoned Soviet positions in 
eastern Europe and especially 
Germany. Yet he succeeded in 
facing down those criticisms 
and emerged from the congress 
with his authority apparently 
strengthened. 

It has been made very clear 
that he himself remains party 
leader more in order to keep 
the party out of mischief than 
because he regards it as a posi¬ 
tive source of authority or 
legitimacy. This must help also 
to defuse any danger from the 
armed forces, where anxiety 
and resentment over the ces¬ 
sion of east Germany to Nato 
may be supposed to be great¬ 
est Had a real challenge to his 
authority developed within the 
party, the armed forces might 
have swung behind it. That 
they would attempt a coup d'e¬ 
tat on their own initiative is 
much less likely, for it would 
be contrary to the very Soviet 
traditions they would be pur¬ 
porting to defend. 

Bearing fruit 

The coincidence of the Soviet 
party congress with the Nato 
summit in London, which 
might have been awkward for 
Mr Gorbachev, turns out to 
have been highly favourable. 
He was able to seize on the 
declaration that Nato no longer 
regarded the Soviet Union as 
an adversary, the proposal for 
a joint peace declaration with 
the Warsaw Pact countries, 
and the promise to make 
nuclear forces "truly weapons 
of last resort”, as evidence that 
his foreign policy had at last 
borne fruit Nato of course had 
never seen itself as other than 
defensive, but successive 
Soviet leaders had always 
depicted it to their people as 
fiercely threatening. The Lon¬ 


don communique helped Mr 
Gorbachev to correct that pic¬ 
ture. A great deal of work and 
ingenuity went into drafting it 
for that purpose, particularly 
on the part of the American 
diplomatic team - as was 
gratefully acknowledged by Mr 
Kohl in his telephone conversa¬ 
tion. with. President Bush yes¬ 
terday. 

Soviet aid 

Mr Kohl himself was able to 
do the rest, by promising eco¬ 
nomic aid (partly earmarked to 
ease the housing and other 
problems the repatriation of so 
many Soviet troops will cause) 
and by pro mis ing that Ger¬ 
many, in the next round of 
talks on conventional forces in 
Europe, will agree to a limit of 
370,000 on the strength of its 
own army. He also agreed to a 
German-Soviet treaty, to be 
signed next year, laying down 
the guidelines for political and 
economic co-operation. 

German-Soviet treaties 
evoke unpleasant memories for 
some European peoples, most, 
especially for Poland. So it was , 
appropriate that Mr Kohl 
should call, as soon as he was 
back in Bonn, for a new era in 
Polish-German relations with a 
border as open as that between 
France and Germany. Whether i 
that is really practicable in the 
near future may well be 
doubted: it would have to be i 
accepted not only by the Poles 
and Germans themselves but 
also by Germany's partners in 
the Treaty of Schengen, under 
which frontier controls are to 
he completely abolished. But it 
is very important that the 
Poles should be reassured 
about German intentions 
towards their country; and it is 
to be hoped that yesterday’s 
agreement in the “2 plus four” 
talks in Paris will have 
achieved that 

There now seem to be no 
obstacles left that can prevent 
German unity going ahead on 
the terms desired by the West 
German government and its 
Nato allies. Fellow Europeans 
should congratulate the Ger¬ 
mans on this great national 
achievement, and should work 
with them, notably in prepar¬ 
ing for the November summit 
of the Conference on Security 
and Co-operation in Europe, to 
ensure that it opens a new era 
of secure peace and prosperity 
for the whole continent. 


Towards a two 
tier Europe 


THE DEPARTURE of Mr 
Nicholas Ridley to where there 
is wailing and gnashing of 
teeth has not resolved the 
problems of the Government 
over the UK’s role in Europe. It 
has merely postponed them. 
Sooner or later - more proba¬ 
bly sooner than later - the 
Government and the co un t ry 
may have to choose between 
sitting, uncomfortably, inside 
the Delors train to EMU or 
standing, equally uncomfort¬ 
ably, and watching it leave the 
station. 

In some remarkably strong 
language the Chancellor of the 
Exchequer, Mr John Major, 
argued on July 6 that "the 
more I examine the present 
proposals, the more I feel that 
they would lead us away from 
common objectives, rather 
than towards them.” The 12 
nations of the EC are, he 
insisted, "nowhere near ready” 
for "economic and monetary 
union.” 

On this, Mr Major is right In 
the absence of an integrated 
and, above all, a flexible EG 
wide labour market, the 
"strain on Community cohe¬ 
sion would be intolerable and 
the nations that would feel the 
strain first would be those with 
the most divergent and least 
flexible economies.” 

Mr Major is also likely to 
find Mr Karl Otto Pfihl, Presi¬ 
dent of the Bundesbank, in 
agreement on this point. 
Where Mr Major and Mr F5hl 
part company is an the "hard 
ecu." 

Successful monetarism 

People sometimes write of 
joining the exchange rate 
mechanism of the European 
Monetary System as if it were 
a repudiation of monetarism. It 
Is not; it is a way of importing 
successful monetarism from 
the Bundesbank. 

For the Bundesbank, the 
more widely used the "hard 
ecu," the more unpredictable 
would be the demand for the 
D-Mark and the greater the 
problems of domestic monetary 
management. Since the "hard 
ecu” would not be an indepen¬ 
dent monetary standard, it 
would be a parasite upon the 
purchasing power of the EC’s 
strongest currency, but one 
that would also weaken its 
host. 

If the "hard ecu” Is unlikely 
to prove an acceptable alterna¬ 


tive to the most important 
player, one is left with the path 
of monetary co n v er g e nce, irre¬ 
vocably locked exchange rates 
and a single currency. Two 
questions then arise: how 
quickly that path can be 
walked and whether all Khmflrt 
proceed at the same pace. 

Countries already in the 
ERM on a narrow band, other 
than Germany, want to reach 
the end of the road soon. If 
they are already obliged to 
have the same monetary policy 
as Germany, they would obvi¬ 
ously prefer to have a greater 
say in it This source of pres¬ 
sure for the greatest passible 
speed is expressed in the Com¬ 
mission’s thinking- an EMIT. 

Nothing new 

It is also reflected in Mr 
PShl’s m wring s on a two-tier 
Europe. Ideally, ail member 
countries should participate in 
the design of a Treaty an eco¬ 
nomic and monetary union and 
all should also accept it. But 
all need not put it into effect at 
the same time. Since the EC 
has had a two-tier monetary 
structure since 1979, there is 
nothing new in the idea, ft is 
also perfectly sensible. If a 
number of countries wish to 
proceed to irrevocably locked > 
exchange rates in the fairly; 
near future, then it would be 
useless to try to stop them and 
foolish for every member to try 
to join them. 

While an EC member coun¬ 
tries should be represented In 
the new institution, only those 
of which the monetary policies 
are definitively subject to that 
framework, either because 
their currencies are irrevoca¬ 
bly fixed or because they use a 
wwnmnn currency, would have 
a vote. The others would 
remain in an ERM relation¬ 
ship, until they too decide to 
fix their exchange rates irrevo¬ 
cably. 

For the UK such a develop¬ 
ment would raise all the old 
conflicts between its tear of 
being excluded, on the one 
hand, and its wwinmir weak¬ 
nesses and concerns about loss 
of monetary autonomy, on the 
other. The effort of the Cabinet 
is to avoid being forced to 
m ak e that choice. But, as in 
the 1950s, the UK will not per¬ 
suade the others to play its 
game. It will either have to 
pky their game or not play 
with them at alL 
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David Lascelles on a UK clearing bank in dire need of a long-term partner 

Midland’s marriage prospects 


O n August 2, the City of Lon¬ 
don will go through a famil¬ 
iar and rather depressing 
rituaL 

Midland Bank, the UK’s third-larg- 
est clearing bank, win announce a fall 
in interim profits of more than 50 per 
cent, by far the worst of the Big Four, 
which include Barclays, National 
Westminster and Lloyds. Commenta¬ 
tors will use such words as "acci¬ 
dent-prone” to describe its perfor¬ 
mance. The chairman will blame a 
combination of tough economic condi¬ 
tions and internal problems. But he 
will balance this with some upbeat 
comments about Midland getting its 
act together again, and finding a part¬ 
ner to recover its role as a bank of 
global standing. 

It is a ritual Midland went through 
exactly 10 years ago when it 
embarked on its disastrous acquisi¬ 
tion of Crocker National Bank in Cal¬ 
ifornia - subsequently sold for a loss 
of Elba. This time the prospective 
partner is the Hongkong and Shang¬ 
hai Bank. Nobody expects the new 
deal to be a similar disaster. But it 
does beg the question of what, if any¬ 
thing, has really changed at Midland 
despite all the agonies and upheavals 
it went through in the 1980s. 

"Here we go again” was the recent 
comment from one of its more sea¬ 
soned executives, not entirely in jest 
That Midland’s results will be bad 
is not in doubt- Sir Kit McMahon, the 
chairman, put ant a profit warning 
back in April. Since then the volume 
of UK company failures has risen 
sharply, culminating in British & 
Commonwealth against which Mid¬ 
land will have to make a £30m provi¬ 
sion. But these are problems which all 
banks face. 

What singles Midland out from the 
rest of the pack is that it always 
seems to have special problems of its 
own. Even though it has undergone a 
complete change of top management, 
divested itself of superfluous 
operations, raised more than £lbn in 
new capital and struck up with the 
Hongkong Bank, its capacity to find 
trouble continues on diminished. In 
the past year alone it has suffered two 
big setbacks: the loss of more than 
£100m from an Dl-jodged gamble on 
interest rates, and a huge seasonal 
outflow of deposits earlier this year 
which squeezed margins. Midlan d 
remains the weakest of the Big Four, 
and a constant source of anxie ty to 
the rest of the banking industry. 

Quite why this should be is a ques¬ 
tion which occupies many minds, 
both inside and outside Midland. The 
persistence of its difficulties has bred 
a brand of humour in the City, and 


has even prompted suggestions that ft 
might be jinxed. But there must be 
answers, and for none more so than 
the Hongkong Bank which must 
decide by the end of this year whether 
tO raise its IL9 per rant srtalp» and 
make Midland its long-term partner. 

Ganging the strengths and weak¬ 
nesses of a bank is a mmpie* busi¬ 
ness because so much depends on 
intangibles like confidence and credi¬ 
bility. But there are three possible 
reasons for Midland’s chronic ail- 
menta 

The first is that the late 1980s did 
not really mark the start of a new era 
at Midland at all, despite the high 
expectations created by the disposal 
of Crocker in 1986. and the subse¬ 
quent arrival of Sir Kit from the Rank 
of England. 

One aspect of the Crocker sale 
which was underplayed at the time 
was the feet that Midland was forced 
to take on Crocker’s bad loans to ferit 
Rate the deal. That has now turned 
into a multi-bOllon-doIlar mills tone. 
Midland cannot afford to make the 
same level of provisions against the 
LDC debt as its peer group. Mean- 

The cost and trauma of 
Crocker — sold for a 
£lbn loss — prevented 
Midland from making 
vital investments in its 
core businesses daring 
the fast-changing 1980s 

while, the su s pension of interest pay¬ 
ments by delinquent Third World 
countries represents a huge loss of 
income - up to £100m this year on 
the Crocker loans alone. 

Furthermore, the cost and trauma 
of Crocker prevented Midland from 
making vital investments in its core 
businesses during the fast-changing 
1980s. Thus, no matter how hard Mid¬ 
land strives to compete, it still carries 
the weight of mistakes which virtu¬ 
ally ensures that it can never win the 


The second reason is that Midland 
has been unable to make any head¬ 
way in its perennial battle against the 
rising costs of its inefficient branch 
s ystem . Last year its costs were equiv¬ 
alent to 72.4 per cent of its income. 
This was the highest level of the Big 
Four (the nearest was NatWest with 
66.6 per cent) and way above that of 
agile new competitors in the high 
street such as Abbey National with 
only 45.2 per cent 


All the indications are that the cost 
ratio will increase still farther this 
year. In the longer term, Midland does 
hove an amhftiotg plan to deal with 
the problem by investing heavily in a 
new money transmission system 
which it claims will he the most 
advanced in the UK and will slash per 
cheque costs by two-thirds when com¬ 
plete in 1932. But given Midland’s 
record, analysts are treating this 
promised benefit with caution. "Z 
have never actually seen a bank come 
through with its anticipated cost or 
staff reductions,” says Mr John Ait- 
ken of County NatWest WoodMac, the 
investment banking arm of NatWest 
bank. There is also the question 
whether Midland’s huge i n vestment 
might not end up being yesterday's 
technology, particularly if plastic 
cards drive out cheques. 

The third reason for the ailment 
has to do with Midland’s own image 
of itself as a bank of global standing. 
Midland. 1ms never been able to forget 
that it was, for a brief period between 
the two world wars, the largest bank 
in the world. Today, there is a deeply 
ingrained attitude that "Midland must 
recover its former glory.” Even 
among hard-bitten executives who 
lived through the traumas of the last 
decade there is still talk of the bask 
being "a national asset.” 

What seems to be lacking is a more 
realistic sense of Midland's destiny, 
an acceptance that the bank is rela¬ 
tively small in global terms (it ranks 
about 40th in terms of assets) and 
would probably do better to lower its 
sights rather like Lloyds Bank, which 
has made a virtue — and a success — 
of its retreat into the home market 

Midland’s grand vision goes some 
way towards explaining why it is so 
keen on the link-up with the Hong¬ 
kong Bank. A marriage would create 
the lQth-largest bank in the world 
with majjor operations on all the con¬ 
tinents. But this has also created 
unease among some executives who 
wonder whether Midland might not 
be blinding itself to more vita] consid¬ 
erations, such as profitability and 
effectiveness. "Will we be creating a 
global bank, or just a dinosaur?” «i« 
one of them. 

What compounds Midland’s prob¬ 
lems is that the pressures bearing 
down on ft are very effective at expos¬ 
ing management weaknesses. Last 
year’s interest rate disaster is widely 
seen as an indication of the great - 
even desperate - lengths to which 
Midland has to go to find profits. 
Although Midland was not alone 
among the dearers in positioning its 
book in the way it did, it was classic 
that it should have ended up the big¬ 


gest loser. Since then. Midland baa 
used the hedging market to cap its 
losses. But again, there is irony in the 
f a c t that that same action will pre¬ 
vent it from benefiting from any fell 
in UK interest rates this year. . 

Perhaps the biggest casualty of M3dr 
land’s failure to stamp out trouble is 
the reputation of Sir Kit McMahon, 
the man who personified the h ages- of 
a new era, but who now stands firmly 
in the firing line in bis dual rale as 
chairman and chief executive. White 
Sr Kit’s intellectual abilities remain 
undoubted, people have begun to 
question the depth of bis commitment 
to MMianA, and of his rapport with 
the clearing bank culture. Increas¬ 
ingly there is talk, in the City about 
central bankers making poor commer¬ 
cial bankers. 

Not that Sir Kit is seen to be felling 
through lack of energy or innovation. 
AH the actions he took in the late 
1980s ware highly praised at the time. 
Undo; his guidance. Midland has also 
been among the most inventive of the 
dearers, coming up with new prod¬ 
ucts such as Firstdlcect, the UK’s first 
bask-by-tetephone service, and a wide 

The mdicatioiKS are that 
a deal Is on. Midland 
handed over its Hong 
Kong operations to the 
Hongkong Bank, and the 
two have linked their 
cash machine systems 

9 

range of new bank accounts. Some 
previously flagging parts of the group, 
irk* Samuel Montagu, the merchant 
bank, have moved ahead strongly. 

Tn selecting his U wh B B ft he has 
also tried to shake out the stuffy 
^tearing- bank culture by Importing 
people with wide international experi¬ 
ence, like Mr George London, the. 
Dutchman who runs Midland Mon¬ 
tagu, the group’s investment .and cor¬ 
porate banking arm, and Mr Gene 
Lockhart, the American management 
consultant and systems expert 
recently appointed to head the clear¬ 
ing bank. 

But many of these moves are now. 
criticised as being too a d v an ced, or 
lacking in soreness of touch. .Some of 
Midland’s new products seem to be 
too complicated or built around inno¬ 
vation for its own sake rather than , 
their customer appeal. Adding to the 
turmoil has been a revolving door at.' 
the fop of the bank, particularly the 
clearing bank which has bad four. 


riiwf exec u t i ves in five years. There 
■ are also worries that neither Mr Lon- 
Am nor Mr Lockhart are really suited 
to head what remains a deeply-rooted 
British institution. "Mr Lockhart.wfr 
work his arse off, but he’s not one. of 
us,” was one comment. 

None of which makes decisions any 
aa«ter for Mr Willie Parras, the cbaSr- 
maw of thff Hongkong Bank,. S&hfi 
■weighs the future, though bis exact 
thoughts must be a matter for conjec¬ 
ture since he is not currently sharing 
them with the outside world. . 

However, bis own perspective on 
Midland-win be somewhat different 
probably less gloomy. Par one thing; 
he will attach, much more importance 
to Midland ’s stable political environ¬ 
ment - some thing the UK market 
tends to take foe granted. For another 
his own hftnic is going through a 
rough patch too, and this migbtmake^ 
him. more eager to secure a . partner. 
The Hbngfccmg . Bank rece n t l y had to 
inject $3Q0m into Jferizse.Mimand, its 
US offishoot, to itolilHlertssed by 
property losses. The bank has also 
had trouble with James Gapel, its 
loss-making UK stockbroker, and Us 
fafln* to Australian entrepreneurs. 

: By. the same token, though,-tide 


less attractive to Midland* which 
needs a source of ftoasdalstrength as 
much as an ything Hut the . indications 
are .that a .dealis .still-oaLL Midland' 
recently handed over ite.Bpi^l&ang 
operations 'to' theHongkoag Bank, 1 
and the two-have jast finked their 
cash machine systems. According to 
peepfe at Mlrtbmfl, a JacMnBdugKtio 
be made by October sotbast any deal 
can be announced in ptertyof time 
for the year end. 


the Midland jinx? What can be s^d 
with certainty is thaia break-off of 
the eaigagememt.v^jtot solve kny of 


-bank would remain as it to how, 
hard-pressed, and financially weak. 
And afthgugh-there ia said to bea 
Plan B if PJan A-fe3$ft would hove 
to be very ambitious to remotivate 
staff and keep takeover speculation at 
bay. 

. A marriage, on the other hand, 
would dflnte Midland’s ffamWiiai and 
managerial problems in those of a 
larger entity, and give ft the h reatfr 
ihg space it so badly needs. In the 
long run this would probabty be mine 
valuable to it than becoming part of a. 
geogra ph ic a lly more .extended groan 
at a time when many of the woriefc 
hugest banks are retrenching. rather 
way. Midland would find ft difficult - 
if not impossible - to continue 
kmger In its present form. 


The end 
is nigh 


Obser ver 


■ There are still a few months 
to go, but ft has yet to happen. 
The Great Depression of 1990 
has supposedly been on its way 
ever since Dr Ravi Batra wrote 
a bestseller with that title in 
1985. The book confidently pre¬ 
dicted a slump of the same, 
or even grea ter , magnitude 
than the 1930s, lasting from 
1990 to 1996. Of course. Dr 
Batra could yet be proved right 
but some of his specific predic¬ 
tions look very shaky. 

"At the en A of 1^8 or in the 
firet half of 1990, the stock mar¬ 
ket wifi crash and will be fol¬ 
lowed by an abysmal decline 
in business activity and a 
sharply higher rate of unem¬ 
ployment” he wrote. Alas, here 
we are already in the second 
half of 1990; Wall Street is at 
an all *iww» high anti TimAm 

is not far behind. 

Batra, like many other pro¬ 
fessional gloom merchants, . 
was a firm believer In long eco¬ 
nomic cycles. "Major variables 
in the US economy tend to 
repeat themselves every six 
decades, or roughly every 59 
to 61 years” he argued, eating 
the close resemblance of the 
early years in the 1920s and 
1980s. 

Other forecasters, such as 
Bob Beckman, have built 
gloomy forecasts round vari¬ 
ants of the long wave theory, 
best known from the works 
of the 1920s’ Soviet economist, 
Nikolai KondratiefL He noticed 
cycles of boom, and slump last¬ 
ing fifty to sixty years which 
is why, during the years sur¬ 
rounding the givtipth anniver¬ 
sary of 1929, the pessimists 
have been out in force. 

Another prime sample is 
Paul Erdman, who has made 
a lucrative career out of novels 
such as The Crash of "79. But 
his record of real-life predic¬ 
tions is none too impressive; 
witness his forecast of a "cata¬ 
clysmic crash” in February 
or March 1989. 

But even if we make it into 
the 1990s without a recession, 
and the arguments for a Kon- 


drafieff cycle start to look less 
and less convincing, it would 
be unwise to expect the Cas- 
sandras to desist. After all, 
a new millennium is fast 
approaching. 


Staying on 

■ Another person feeing prob¬ 
lems with ms predictions Is 
Sir David Wilson, the 55-year- 
old governor of Hong Kong. 

He recently said on a BBC 
World Service phone-in that 
he thought he would not stiQ 
be in the post on the night of 
June 30,1997 to hand Britain’s 
last major colony bads to 
China. Ten years in such a job, 
he said, was too long. 

This led to renewed rumours 
that he has his eye on a plum 
ambassadorial post to crown 
his career. So yesterday he 
uncharacteristicany went on 

the record to state that he had 

told the government when he 
was appointed three years ago 
that he "would not wish to 
have another FCO job after 
Hong Kong”. 

His statement was intended 
to squash the rumours - but 
ft also undermines London gos¬ 
sip that he is to be shifted npvt 
year. Best bets in Hong Kong 
are that barring a major politi¬ 
cal groundswell against him, 
he will go around the normal 

FCO retiring age of 60 in 1994 
or 1995. 

Sir David could then be 
replaced by a more political 
figure for the final years. One 
possibility could be Sir Geoff¬ 
rey Howe, when (if ever) he 
gives up his prime ministerial 
ambitions. 


Site unseen 

■ Perhaps by the time Hnng 
Kong gets a new governor, the 
Civil Aviation Authority will 
have decided on the site for 
London’s next runway. After 
two years of intense effort, the 
CAA yesterday published a 
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he became the first man to run 
three miles in under 13 min¬ 
utes, be acqu ired Cannons 
Sports Chibs (UK) In a manage* 
xnent buyout. 

The fiism BIBO, led by Kkdn- 
wort Benson Development Cap¬ 
ital, will allow Clarke to buy 
the Camions clubs to the City 
- a regular hf»mt of over¬ 
weight FT hacks - and Co v ent 
Garden. The City club has been 
overshadowed recently by the 
massive development over 
Cannon Street station. But the 
dub has also had a rebuild 
and says ft wifi shortly be able 
to admit new members to its 
waiting list for the first time 
in several years. 


Canary aisles 


“You know what I miss? 
Whistling Hey, Big Spender’.” 

244-page report on the issue, 
complete with tables, charts 
and maps. The result of all this 
labour was to reduce the num¬ 
ber of possible locations for 
the runway from eleven to the 
startling number of eight 
Mr Cedi Parkinson, the sec¬ 
retary of state for transport, 

now has to make a choice 
between the sites at a time of 
growing environmental con¬ 
sciousness. But given the polit¬ 
ical advantages of procrastina¬ 
tion, Mr Parkinson may take 

as long to make up his mind 
as the CAA took to write the 
report His dynamic decision, 
yesterday to set up of a work¬ 
ing group to explore the issues 
will no doubt postpone any 
need to choose a site until after 
the next election. 


Cannons off 

■ One man who is used to 
moving with rather greater 
speed than the CAA is Ron 
Clarke; the Australian athlete. 
He set 18 world records during 
an eight year running career 
from 1962 to 1970. This week, 
almost exactly 25 years after 


■ Perhaps running as fast as 
Ron Clarke is the best solution 
for those City folk seeking the 
quickest way to travel to 
Canary Wharf. The debate 
about the driving time from 
the Bank of En gland to ft* 
new office complex continues, 
after an item in this cci hm« 
two weeks ago. 

A Peat Marwick survey 
claimed a rush hour average 
of 11 minutes for the journey 
but a baffled reader has since 
written in ask for details at 
Feat’s route. His all-tone 
record was 15 minutes and the 
normal time was 20 minutes. 

Can the dispute ever be set¬ 
tled? Mr Elliott Shnmonds of 
medical consultants 1MIC says 
that if Peat revealed its route 
to the world, it would never 
be able to achieve the same 
speed again. Peat has not let 
the secret slip to cabbies. One 
FT reporter who decided to 
settle the debate by tuning his 
taxi found the result was a 
depressing 25 minutes. 


Unpredictable 

■ The prize for the 1990 predic¬ 
tion least likely to come true 
goes to Old Moore. The sage’s 
forecast for August 1990 was 
that "David Owen will bounce 
back to become regarded as 
a dominant figure to centre 
politics.” 
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Anglo-German relations are 
undergoing a bitter adjustment, 
reports David Marsh 
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"Wrtr akoa&s _ 
anceof power h i &met U A tv 
ahocys been Britams nde to 
Keep these cartons powers bat- 
anat$ artdnevertwB been 
more necessary Gum now, with 
Germany so uppity* — Nkbo- 
las RUUejfr The S p ecta t or , 1900 

L ees wcekVoutburat by 
Ur Nfehola* EidUy has 
succeeded in restoring 
some enduring rilcbte about 
Britain's mlsdonship wffh the 
country previously ranked as 
its most impo rtant sBy on (he 
Continent Mr Ridley has 
resigned, and the Boam Gov¬ 
ernment says officially that the 
affair to settled. 

Chancellor Helmut Kohl, In 
rollicking form at Us press 
co nfe rence In Eton yesterday , 
said: "Write in your newspaper 
that we haven't taken this 
badly." But the po stwar bonds 
of friendship xml understand¬ 
ing b etw ee n Britain and Ger¬ 
many - espartany In the light 
of the new German-Soviet rap- 
proebomentare now looking 

brittle indeed. 

Anti-German propaganda in 
the UK. a wholly justifiable 
weapon In time of armed con¬ 
flict, was an essential condi¬ 
tion tar Britain's victory in (be 
Second World War. The resi¬ 
due of anti-Germanism - 
rather like Britain's cherished 
status as an "Independent" 
nuclear weapons po w e r - has 
since acquired an almost des¬ 
perate element of self-perpetna- 
don. And it ha# flared up again 
at a time when the UK Is 
looking with' unease at the 
resurgence of the new Ger¬ 
many. ■ 

Britain's caricatural fears 
about German leaders march¬ 
ing over the Continent in 
spiked helmets are not impor¬ 
tant enough to alter Germany’s 
course towards ramification - 
especially since this-now has 
the blessbq? of Ur Gorbachev. 
But they are Ckety to be saffi- 
ciently powerful to undermine 
Britain’s influence : and 
restraint on a renascent Ger¬ 
man nation - whatever the 



fixture state at European into- 


Mr Ridley's weekend exit 
coincided with the leak of the 
devastating^ one-sided White¬ 
hall memorandum drawn up 
after Mrs Margaret Thatcher’s 
Chequers discussions in March 
with historians and experts on 
Germany. This was printed on 
Sunday, notably in The inde¬ 
pendent, but also, in full, in 
Star SpiegeL So the Hamburg- 
baaed news magazine's 5m 
readers now have a full insight 
into the British Government's 
analysis of their collective 


Among tb& W i 
of these {suits, a little up the 
list from "angst, aggressive¬ 
ness. assertiveness, bullying, 
egotism, Inferiority complex, 
sentimentality," was recorded 
"a strong Inclination to 
self-pity." Mr RUdlger von 
Wee Omar, the shrewd and 
humorous former West Ger¬ 
man ambassador in London 
(up to the end of 1968) admits 
that self-pity to Indeed on attri¬ 
bute of his compatriots. Now 
lie can be forgiven for Indulg¬ 
ing in it Tm rather glad that 
Tm no longer the ambassador," 
he says. 

Mr von Wechmar recently 
took exception to remarks, 
quoted in the German press, by 
Mr Norman Tebbit, former 
,-+ininnnw of the British Con¬ 
servative Party, who compared 
the Bundesbank to a "Panzer." 
Mr von Wechmar wrote to Mr 
Tebbit accusing him of "non- 
Mr Tebbit replied that 


this was a misunderstanding. 
After reading Mr Ridley's inter¬ 
view. Mr von Wechmar is no 
longer sure whether this was 
really the case. 

Once suspicion finds a bore¬ 
hole, it can tunnel deep. Ger¬ 
many's right to eventual reuni¬ 
fication - with “a liberal-dem¬ 
ocratic constitution,” and 
"integrated within the Euro¬ 
pean community," to use the 
words of the 1955 Dcutschland- 
vertrag - was at the centre of 
Britain's policies towards Ger¬ 
many during the 1950s and 
1960s. Mr Anthony Eden, 
Britain’s Foreign Secretary, 
told the four-power conference 
in Berlin in 1954. “So long as 
the Germans remain artifi¬ 
cially divided, there can be no 
unity or stability in Europe." A 
British government document 
published just after the build¬ 
ing of the Berlin Wall In 1961 
recorded: "The Germans would 
regard It as a betrayal of the 
alliance if Britain and the 
other western powers were to 
accept the division rtf Germany 


Many Germans are now ask¬ 
ing whether these were simply 
honeyed platitudes, no longer 
to be trusted - along with 
what else besides? In Cam¬ 
bridge in March - live days 
after her Chequers meeting - 
Mrs Thatcher attended a din¬ 
ner at St Catharine's College to 
celebrate 40 years of Anglo- 
German friendship at the 
annual Kd nigs winter confer¬ 
ence. "You need another 40 
years before we can forget 


what you have done." she told 
another former German ambas¬ 
sador. who wrote the words 
down lest they might indeed 
slip out of his mind. 

Mr Thomas KieUngcr, editor 
of the weekly newspaper 
Rhelnischer Merkur, and a fre¬ 
quent attender at the annual 
Kfinlgswtntor events, asks 
whether Britain may have a 
"Jekyll and Hyde" attitude 
towards Germany. "You treat 
her with friendliness during 
the day, but after hours, cut 
loose with the old archaisms” 

Mr Ridley got on well 
enough with Mr Helmut Hauss- 
mann, the West German Eco¬ 
nomics Minister, when he 
came to visit him in Bonn last 
October. "It was a good atmo¬ 
sphere - wide-ranging agree¬ 
ment," recalls one German offi¬ 
cial. At a press briefing 
afterwards at the residence of 
the British ambassador, at 
which this writer was present, 
Mr Ridley praised the “charm¬ 
ing and excellent" nature of 
his talks. He said: “There is 
practically nothing where we 
diverge - it is a harmonious 
relationship" - almost as 
though he were anticipating 
the sanctimonious conclusion 
of the Chequer# memo, “We 
should be nice to the Ger¬ 
mans." 

Foreign governments* analy¬ 
ses of German character 
defects have never been a very 
good guide to policy. Mr James 
Gerard, US ambassador in Ber¬ 
lin at the beginning of the 
First World War, wrote that 
“heavy eating and large con¬ 
sumption of wine and beer” 
made the Germans “aggressive 
and Irritable." Sir NevUe Hen¬ 
derson, Britain’s ambassador 
before the Second World War, 
wrote of Hitler's Reichsmar¬ 
shal Hermann Goering. "How¬ 
ever little compassion he may 
have bad, like so many Ger¬ 
mans, for his fellow men. he 
loved animals and children." 

Mr Michael StQrmcr, head of 
the Bonn-backed foreign policy 
think-tank Stiftung Wissen- 
schaft und Politik, knows per¬ 
sonally all six of the experts 
who sat down with Mrs 
Thatcher at Chequers. Yester¬ 
day he called the leaked memo 
a collection of "national stereo¬ 
types. It was very poor.” 

This, and the Ridley affair, 
"will not have a lasting effect 
on Anglo-German relations. 
Realities are much more 
important," Mr St&nner said. 
But be added: "Britain and 
Germany are going through a 
very bitter period of adjust¬ 
ment to the enormous transi¬ 
tion in Europe. There will be 
more bitterness to come." 



Houston: more of a laser show than a cold light 


From Mr Barra Freeman. 

Sir, Your editorial co mm ent 
on the Houston summit ("A 
cold light cm Houston,” July 
13} is certainly right in direct¬ 
ing the light on the trade talks 
but the beam principally 
misses the mark in its dim con¬ 
clusions. A completely differ¬ 
ent set of inferences can come 
from the same facts, and Chat 
would be Uke this: 

The summiteers in Houston, 
unlike previous summits, actu¬ 
ally discussed seriously one of 
the world's most important 
subjects - should we have a 
rule-based world trade regime 
in the 1990s and beyond? They 
concluded unanimously that a 
rule-based multinational trad¬ 
ing system was very much in 
the world's best interest, and 
said so...on the record. 

President Bush, to his credit, 
realised that the Uruguay 
Round of the General Agree¬ 
ment on Tariffs and Trade 
(Gatt) has become central to 
world economic policy and that 
its success or failure this year 
has become increasingly 


important to the future of the 
world e c ono m y. He also real¬ 
ised that tiie agriculture sub¬ 
sidy negotiations had ceased 
being negotiations and become 
intractable, with tho European 
Community on one side and 
the US, the Cairns Group, and 
many less developed countries 
on the other. 

Given the fact that the agri¬ 
culture issue has become the 
sine qua non of the trade nego¬ 
tiations, President Bush, as 
host, ranked it as his top prior¬ 
ity. Such a move was a high- 
risk, high-reward strategy. I do 
not recall any previous summit 
where such a detailed subject 
was on the agenda and actu¬ 
ally received eo much atten¬ 
tion, debate, and length In the 
communique^ 

The result was a victory for 
proponents of a successful con- 
duskra of the Uruguay Round. 
A successful conclusion may 
be dafined as substantial prog¬ 
ress in all 15 negotiating areas, 
including agriculture; apparel 
and textiles; the "new" areas of 
services, intellectual property 


and trade-related investment; 
market access; lower tariffs; 
the dismantling of non-tariff 
trade barriers; and the reform 
of the Gatt mechanisms. 

Was the Houston summit 
truly a success? When the Uru¬ 
guay Round of Gatt negotia¬ 
tions is the most important 
subject at a Group of Seven 
summit, that Is success. When 
the G7 leaders, plus the Presi¬ 
dent of the European Commu¬ 
nity, join In what appears to be 
the longest communique in 
memory, and certainly the lon¬ 
gest text on trade principles, 
that Is success. When they 
mmmtt themselves to be per¬ 
sonally involved to secure a 
timely and successful conclu¬ 
sion, that is success. And when 
they define all areas in precise 
terms and personally posh for 
breakthroughs, that is success. 

And look at the parties: 
Chancellor Kohl and President 
Mitterrand have personally 
endorsed significant progress 
on the agricultural subsidy 
issue...on the record. This is 
quite an admirable commit- 


Short-termism and earnings per share 


ti/te 

eoi^ 

t 

V 

J 


From Mr David J. CoBisan. 

Sir, There is a widely held 
belief that the pursuit of earn¬ 
ings per share (EPS) growth In 
the short term can have an 
adverse effect on business ded- 
sion making. 

Mr Tony Thatcher, chief 
executive of the Dowty Group, 
spoke of "the national obses¬ 
sion with incremental 
increases in earnings per share 
on an annual basis" at the 
recent Innovation & Short-Ter- 
mism conference organtoed by 
the Trade and Industry Depart¬ 
ment and the FT. 

It is arguable that company 


management is judged and 
rewarded in a way which 
requires undue focus on 
short-term EPS growth. Clearly 
this Influence may result in 
the deferral of expenditure, 
whose benefits will accrue in 
future periods. 

EPS is a very convenient 
measure of performance but it 
requires an equally convenient 
counterpoise if its influence is 
to cease being perverse. Such a 
counterpoise emphasise 

the influence of the current 
year's operations on future 
benefits. Thus a figure of 

"investment per share (IPS),” if 


it were given as much expo¬ 
sure as EPS, might help to 
level the short-term versus 
long-term playing field. 

The "Investment" to be 
reported should, perhaps, be 
less beholden to the prudence 
concept than is generally 
accepted capitalisation prac¬ 
tice. Thus research and devel¬ 
opment, training and market 
mg, plus conventional capital 
investment, could make up the 
numerator of such a measure. 
David J. CoUison, 

Department of Accountancy 
ana Business Finance, 
University of Dundee 


Sterling and the exchange rate mechanism 




From Mr WilUam LedtoanL 

Sir, Your recommendation 

(“The rise of the pound," July 
12) that sterling should join the 
wide band of the exchange rate 
mechanism (ERM) with "the 
present (D-Mark) rate dose to 
the floor," forgets that in join¬ 
ing the ERM the pound wIQ be 
linked against not only the 
D-Mark but also against the. 
other eight ERM currencies. As 
long as the peseta remains at 
the top of its permitted ERM 
trading range, the choice of 
sterling’s floor against the 
D-Mark is severely limited. 

For example, a floor of 


DM2L90«*£1 (compered to the 
current market rate of 
DM257-S1) would leave ster¬ 
ling about as per cent below 
its floor against the peseta of 
Pta I88S-E1 (assuming no 
peseta revaluation). On the 
Monday following the pound’s 
entry, its market rate would 
appreciate so as to be above 
the peseta floor. It is against, 
current policy for a realign¬ 
ment or currency entry to 
force such an abrupt, over-the- 
weekaod change. 

The highest D-Mark floor 
that is consistent with current 
market exchange rates would 


be DM2B0I>£1. As you sug¬ 
gest, entry with such a floor 
would probably be followed by 
a rapid and sizeable apprecia¬ 
tion of sterling. 

If the European Monetary 
System authorities wanted to 
avoid this, the pound would 
have to join the ERM with a 
much lower floor, perhaps 
DM2£84‘=£1. This would give 
a central rate of DM2B5«£1 
and a ceiling of DM 3.026“ £ 1 . 
William Ledward, 

Senior European Economist, 
Nomura Research Institute 
Europe. 

24 Monument Street, EC3 


ment for the German Chancel¬ 
lor when all-German 
are expected within months. 

True, the statement on agri¬ 
culture did not call for elimina¬ 
tion of the much debated agri¬ 
cultural subsidies but only 
progressive reduction. All 
believe that tough bargaining 
stiff lies ahead. But, this state¬ 
ment gives the much needed 
political Impetus to resolve the 
agriculture subsidy issue. 

Since the Uruguay Round 
began in 1986, the revolution in 
central and eastern Europe has 
started. The Gatt is not Just for 
its 98 members (97 plus newly 
joined Venezuela) but also a 
model and target for central 
and eastern Europe countries, 
the Soviet Union, and the Peo¬ 
ple’s Republic of China (the 
last two now have observer 
status at the Gatt). 

The Houston summit was 
truly more of a laser show 
than a cold light 
Harry L. Freeman, 

The Freeman Company, 

1153 Connecticut Avenue. NW, 
Washington DC 

No threat of 
Tory rift 
over Europe 

From Mr William Cash MP. 

Sir, There Is no threatened 
rift on Europe between the 
Cabinet and the back-benches 
("Threat of Europe rift 
between Cabinet and back¬ 
benches," July 16). 

Indeed, for from this being 
so, my very recent early day 
motion supporting the Govern¬ 
ment and John Major’s new 
proposals for an optional com¬ 
mon currency and recognition 

of the need for a wider Europe 
rather than a hard-core federal 
Europe attracted very substan¬ 
tial support bom left, right and 

centre of the parliamentary 
party. The same can be said of 
John Major's speech at Llan¬ 
dudno on July 6 which rejected 
the idea Of an unelected and 
politically unaccountable cen¬ 
tral bank running the economy 
of Europe. 

My Bow Group pamphlet on 
the subject, published two 
weeks ago, sets out my own 
views in hill. 

William Cash, 

Chairman. 

Conservative Backbench 
Committee on European 
Affairs, 

House qf Commons. 

SW1 
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Capital gains and the balance of payments 


ffieial estimates of 
Britain's overseas 
assets and liabilities at 
tho end of 1989 show a surplus 
of assets over liabilities of 
£U0bn. equivalent to 25 per 
cent of GDP In 1989. At the ox! 
of 1979 Britain's net external 
assets were valued at £12.4hn, 
equivalent to only 7 per cent of 
GDP. How was this ninefold 
increase in net assets 
achieved? 

The cumulative balance on 
Britain’s current account from 
1980 to 1989 was minus £17 Jim. 
But there is a notorious black 
hole in Britain's balance of 
payments accounts. Tho 
accounts do not balance and 
the cumulative balancing item 
during the 1930s was £55bn. 
Unrecorded net exports may 
contribute to the balancing 
item; any additional net 
exports would reduce the 
cumulative deficit on Britain’s 
current account, but the main 
explanation for the balancing 
item is likely to be unrecorded 
capital flows. IT this is the 
explanation then Britain's lia¬ 
bilities have been under-esti¬ 
mated in official statistics and 
U liabilities are under recorded 
by, say, £40bn at the cod of 
1989, Britain's net assets would 
he £70bn not tllOim. 

The other source of the 
increase in net assets between 
the end of 1979 and 1989 was 
capital gains. These capital 
gains were estimated at £60bn, 
of which no less than £33bn 
occurred in 1989. 

The methods used by the 
Central Statistical Office to 
measure Britain's net assets 
and capital gains lead to an 
under-estimation of both. 
Direct investment which is 
mainly subsidiaries of UK 
based companies and which is 
an important component of 
overseas investment is valued 
at book values. Changes in 
exchange rates are reflected in 
book values but not increases 
in the value of retained busi¬ 
nesses. The procedure has per¬ 
verse results; UK companies 
often write off the excess of the 
price paid for acquired compa¬ 
nies over the book value of the 
assets acquired. Between the 
end of 1984 and 1987 such 
write-offs resulted in recorded 
capital use of nearly £l0bn on 
Britain's overseas investments. 

If direct investments were 
valued in terms of the prices of 
UK shares of companies which 
invest overseas, the values 
would be doubled. This esti¬ 
mate Is based on a study of 75 
companies whose overseas 
investments account for nearly 
half Britain's direct investment 
overseas. If the same multiple 
Is used for direct investment in 
the UK, the net effect is to 
increase Britain's net assets by 


Why sterling 
has to go 

By Cliff Pratten 


£4Qbn. Coincidentally this is 
the same amount as the adjust¬ 
ment for unrecorded Uahsiir^ 
but it has the opposite sign and 
the two adjustments cancel 
out. The increase in values of 
direct overseas investments 
reflects unrecorded capital 
gains, about £35bn of which 
occurred during the 19806. In 
total Britain’s net capital gains 
on overseas investment were 
approximately £95bn during 
the 1960s. By the end of 1989 

Britain's net equity invest¬ 
ments overseas were about 
£180bn. 

Are the capital gains in 1989 
a flash in the pan? World stock 
market prices rose and sterling 
fell during 1989. but those are 
not the only explanations for 
the larger capital gains. 

Britain's net external assets 
have increased nine-fold since 
1979 and so it is plausible that 
capital gains, taking one year 
with another, have increased. 
Also a change in the balance of 
Britain's assets afferta capital 
gains. In effect Britain has 
increased its equity invest¬ 
ments and borrowed to gnanea 
the investment. The dividend 
yield on the equity invest¬ 
ments is far lower than the 
interest payments on the bor¬ 
rowing, but the investments 
are made with the expectation 
of capital gains. The dividend 
receipts and interest payments, 
but not the capital gains, 
appear in Britain's current 
account, pushing down the 
invisible and overall current 
account balance. 

It might be argued that capi¬ 
tal gains are SO wnrartain or 
erratic, they should be ignored 
- a crash on stock markets 
could wipe out many earlier 
gains. This problem is familiar 
to companies «4Hwg fife insur¬ 


ance policies and pension 
schemes; they do not ignore 
capital gains when setting pre¬ 
miums. Similarly, capital gains 
cn international investments 
should not be ignored when 
assessing the balance of pay¬ 
ments and setting economic 
policy. 

The dividend yield on UK 
investment overseas is about 4 
per cent. The expected real 
capita] gain on equity invest¬ 
ment overseas, taking one year 
with another, is about 4 per 
cent, and the inflation gain for 
1990, about 6 per cent - 3 per 
cent for world inflation and 3 
per cent for extra UK inflation 
(based on the underlying 
rather than the actual rate) 
which will result in an equiva¬ 
lent devaluation in the long 
run, giving an overall return of 
14 per cent, 10 per cent of 
which is capital gains. On 
Britain's net external equity 
assets this indicates capital 
gains of £lSbn for 1990; similar 
in magnitude to the expected 
deficit on Britain’s current 
account. Does thig mean that 
the balance of payments prob¬ 
lem Is a myth? Before we can 
answer this question we must 
stop and consider the qualifica¬ 
tions to the figures described. 

Capital gains attributable to 
inflation, £llba (6 per cent of 
£180bn) have been included as 
capital gains. If these gains are 
used to offset the current 
account balance of payments 
deficit the value of Britain’s 
net external assets will fall in 
real terms. However, there is a 
partial offset of about £5bn; 
with UK inflation foster than 
that in other lending countries 
in 1990, interest rates on ster¬ 
ling borrowing by UK banks 
and other UK residents from 
overseas were higher and the 


THE UK BALANCE OF PAYMENTS (C bn) 
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- 17 
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Net overseas assets at the end of 1979 
Undervaluation of direct investment at end of 1979, say 
Current account deficit during the 1980s 
Unrecorded net exports during 1960s, say. 

Capital gains during the 1980s 
Net assets at end of 1989 
or which: 

Equity assets 

Net lending overseas in foreign currency 
Less overseas borrowing denominated in storting 
Expected current account deficit in 1990 
Expected real capital gains for 1990 s 
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Source: Estimates complied by author. 


real value of Britain s 
short-term liabilities will be 
reduced. 

For indi viduals. £1 obtained 
bv a carnal sain is as useful as 
a £1 of lividends or a pourM 
received as a wage or salary. Is 
the same true at an intenia- 
fi nn.it level? There are differ¬ 
ences between exports of, say. 
Jaguar cars and capital gains 
on Britain’s overseas invest¬ 
ments. The principal difference 
is that capital g**i ng are not 
repatriated like the proceeds of 
exports which are used to pay 
wages and pay for materials 
and components. A deficit on 
the current account offset by 
capital gains could leave the 
UK with a liquidity problem. 
Britain has to barrow to roll 
over the existing short-term 
foans which finance part Of its 
overseas investment, and the 
deficit on the current account 
and new overseas investment 
adds to this borrowing require¬ 
ment. Unrealised capital gains 
do not affect it and could leave 
Britain with a liquidity prob¬ 
lem. Even here capital gains 
have increased Britain's net 
external assets and help give 
the UK credibility as a bor¬ 
rower, and , In fact, Britain's 
short-term financial liabilities 
are not large in relation to its 
external assets. 

In conclusion, the conven¬ 
tional focus on transactions in 
the balance of payments 
accounts and the frequent 
omission of any reference to 
stocks of assets and liabilities 
and capital gains imparts a 
gloomy bias to perceptions of 
Britain's balance of payments. 
During 1989 capital gains on 
Britain's overseas investments 
more than offset the deficit on 
the current account This was 
not a flash in the pan. Given 
the level of Britain's overseas 
equity investments and taking 
one year with another, capital 
gains of the order of £l2bn a 
year (or 2K per cent of GDP 
valued at factor cost) can be 
expected to offset much of a 
current account deficit at its 
present rate. Britain's potential 
balance of payments problems 
relate to liquidity and any fur¬ 
ther loss of competitiveness 
brought about by joining the 
ERM at too high an exchange 
rate. Membership of the ERM 
will exacerbate liquidity prob¬ 
lems because it will limit the 
extent to which sterling can be 
devalued to relieve pressure. 
The long-term cure for the 
liquidity problem and the 
threat of a run on sterling is to 
join the European Monetary 
Union and get rid of sterling. 
The author is a senior research 
officer in the Department of 
Applied Economics. Cambridge 
University, and a fellow of 
Trinity HalL 
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Government 


borrowing in 
UK highest 
for 9 years 


By Andrew Marshall and 
Philip Stephens in London 


A SURGE in UK government 
spending and the effects of the 
new poll tax sent government 
borrowing to a nine-year high 
in the first quarter of this 
financial year. 

The news will reinforce a 
warning to spending ministers 
by Mr John Major, the Chan¬ 
cellor, at tomorrow's Cabinet 
meeting that their current 
bids for expenditure levels 
next year are unacceptable 

The public sector borrowing 
requirement for June was 
£2.6bn, the highest since 
March 1988, and double the 
City of London’s average fore¬ 
cast. It compares with a deficit 
of £7O0m in June last year. 

Coming after a series of high 
monthly figures, this makes 
the deficit £fi.5bn for the first 
quarter of the financial year 
1990-91. This is the highest 
since 1981 and compares with 
a small surplus of £20,000 in 
the same quarter of the last 
financial year. The Govern¬ 
ment’s target for the current 
financial year is a surplus of 
£7bn. 

Privatisation proceeds were 
zero In the quarter, compared 
to £1.8bn the year before. 
Higher lending to local author¬ 
ities to mitigate the effect of 
delays in poll tax payments 
accounted for another £2.7bn, 
the Treasury said. This should 
be reversed as poll tax reve¬ 


nues come in. 

A farther £0.8bn is due to 
front-end loading of the local 
authority grant - again to 
mitigate the effect of poll tax 
payments. In theory this, too, 
should even out over the year. 
Various other special factors 
also raised central government 
spending, the Treasury said. 

Bnt government spending is 
also running ahead of target. 
Supply expenditure is increas¬ 
ing at an annual rate of about 
13 per cent, compared to about 
10 per cent projected in the 
Budget. “The Treasury is 
using the poll tax as a smoke¬ 
screen. The real problem is 
departmental overspending," 
said Hr Peter Spencer of 
Shearson Lehman Hutton. 

Higher th f n expected infla¬ 
tion Is part of the reason but 
demands for extra spending on 
services have also contributed 
to tiie overshoot. 

Revenue also increased fas¬ 
ter than expected in the first 
quarter, which helped to dis¬ 
guise the spending overshoot. 
But City analysts warned last 
night that lower growth later 
in the year would reduce this 
while raising spending on 
items such as unemployment 
benefit 

The Government’s target far 
the full 12-month period of 
£7bn look highly unrealistic, 
several analysts said, and 
many reduced their forecasts 
of the PSBB for this year. 
Some are now predicting an 
end to public sector debt 
repayment this year, and a 
return to borrowing. 

This implies that new issu¬ 
ance of gilt-edged stocks could 
come sooner than expected 
and in larger quantities. The 
gilts market fell half a paint 
cm the news. 

The Treasury said that 
though spend ing was naming 
over expectations, it would 
even oat over the financial 
year. Limits on expenditure 
will help to limit the spending 
overshoot, but will increase 
the battle over the Chancel¬ 
lor’s Autumn Statement 

This was reinforced last 
night by a warning from Mr 

John Major, who told a p ri v a t e 
meeting of Conservative MPs 
that this year’s public spend¬ 
ing negotiations would be “the 
most difficult since 1981.** 

Spending ministers will be 
told at tomorrow’s Cabinet 
meeting that their bids may 
delay farther any cots in bar- 
rowing costs and to eliminate 
the chances of tax cuts before 
the general election. 


Ridley affair aftermath 

Thatcher mends fences on 


By Michael Cassell, Political Correspondent, in London 


Europe 


MRS MARGARET Thatcher, 
the British Prime Minister, yes¬ 
terday led government efforts 
to portray Britain as an enthu¬ 
siastic European partner and 
to repair any damage inflicted 
on Anglo-German relationships 
in the wake of Mr Nicholas 
Ridley’s outspoken attack on 
Germany and the Community. 

In Parliament, Mrs Thatcher 
offered an enthusiastic 
endorsement of West Ger¬ 
many's contribution to the EC 
and Nate, describing them as 
-staunch allies” within both 
organisations. 

She also quoted conciliatory 
remarks yesterday by Mr Hel¬ 
mut Kohl, the West German 
Chancellor, to help smooth 


over the impact of the Ridley 
affair. 

Chancellor Kohl said he 
could understand Britain’s con¬ 
cerns over Germany's role in 
Europe, given that it had put 
“its national existence at 
stake” in the fight against 
Hitler. 

Mr John Major, the Chanced 
lor of the Exchequer, told the 
Conservative backbench 
finance committee that Britain 
could not be “a bystander” as 
Europe developed. 

Although he repeated 
Britain’s opposition to any 
swift move towards a single 
currency, he emphasised that 
it was better to be inside 
Europe, leading it, than to be 


outside or following the rest 

Mrs Thatcher faced opposi¬ 
tion accusations in the House 
of Commons that, despite Mr 
Ridley’s departure as Trade 
and Industry Secretary, she 
still shared bis views on Euro¬ 
pean development. 

Mr Roy Hattersley, the dep¬ 
uty opposition Labour leader, 
demanded an “honest state¬ 
ment” of her opinion and 
attempted to renew govern¬ 
ment embarrassment over the 
disclosure of a government 
minute concerning a 
in March which included criti¬ 
cisms of the German character. 

Mr Hattersley said that aca¬ 
demics attending had subse¬ 
quently claimed the minute. 


drawn np by Mr Charles Pow- 
elL Ms Thatcher’s private sec¬ 
retary, was “slanted” to reflect 
anti-German feelings. Every¬ 
one believed, he added, that 
her private secretary was not 
reflecting the opinions of 
experts hut her own prejudices. 

The Prime Minister said the 
conclusions of the seminar bad 
been “highly c ons tru ctive” and 
stressed that she bad made a 
speech five days later, in which 
she had praised the Germans 
as “sound and loyal” partners 
and good friends of Britain, 
addressed Tory peers. Kohl 
plays down “stupid" Ridley 
re ma rks. Page 2; Brittle bonds 
of friendship. Page IIS; Edito¬ 
rial Comment Page 14 


US semiconductor sale to Japan approved 


By Peter Riddell in Washington and Louise Kehoe in San Francisco 


THE CONTROVERSIAL sale of 
a US semiconductor production 
equipment and materials com¬ 
pany to a Japanese company 
has been approved by the Com¬ 
mittee on Foreign Investment 
in the United States, a 
high-level inter-agency govern¬ 
ment panel, over the strong 
objections of US semiconductor 
industry leaders. 

The committee has sent a 
report to President George 
Bush recommending that the 
sale of Semi-Gas Systems, a 
California division of Hercules 
that produces gas delivery 
systems for semiconductor pro¬ 
duction fines to Nippon Sanso 
of Japan, be allowed to pro¬ 
ceed. 

Mr Bush has a farther 15 
days to reach a decision. Since 
the rules for examining foreign 
acquisitions were strengthened 
two years ago by the Exon-Flo- 
rio provisions, Mr Bush has 
accepted the advice of the com¬ 


mittee on each of the 10 occa¬ 
sions when a formal inquiry 
has been held to determine 
whether a takeover might 
threaten US national security. 

The Semi-Gas sale has been 
the subject of intense debate in 
'Washington and has become 
the latest test of US policy on 
foreign acquisitions of US high- 
technology companies. 

Although the A dminis tration 
officially opposes limits on for¬ 
eign investment, the semicon¬ 
ductor industry has fonnd 
some support for its argument 
that such sales undermine US 
international competitiveness 
in a technology critical to 
national security. 

The committee’s decision 
comes just as the Administra¬ 
tion is about to decide on the 
final version of the Exon-Slario 
rules, which have been in draft 
version for a year. Foreign 
investors have pressed, appar¬ 
ently unsuccessfully, for a 


more specific and limited defi¬ 
nition. of national security, 
while there has been a battle 
for control of the committee, 
with the Commerce Depart¬ 
ment wanting a greater say in 
relation to the Treasury. 

Sematech, the government- 
industry semiconductor 
research and development con¬ 
sortium in Texas, has 
expressed strong opposition to 
the deaL 

Semi-Gas has worked closely 
with Sematech to develop an 
advanced gas delivery system. 
In the process, SemiGas 
gained an “intimate know¬ 
ledge* of Sematech’s strategies 
and technologies, the consor¬ 
tium said. With the sale cf the 
company, this knowledge may 
become available to foreign 
competitors, the group warned. 

In a report to Congress last 
week the National Advisory 
Committee on Semiconductors, 
a group comprised of industry 


executives, also warned that 
increasing Japanese domi¬ 
nance in semiconductor mate¬ 
rials and production equip¬ 
ment gnHflnppf s “the continued 
success and health of the US 
semiconductor and electronic 
industries that rely heavily on 
viable semiconductor materials 
and equipment companies that 
can provide the most advanced 
equipment" 

The SemiGas sale is also the 
subject of a separate investiga¬ 
tion by the anti-trust division 
of the US Justice Department 
which, in a precedent-setting 
move, is pramining the poten¬ 
tial impact of the sale on 
global, rather than only domes¬ 
tic competition. 

Semi-Gas has around a 40 
per cent share of the US mar¬ 
ket for gas distribution equip¬ 
ment for the semiconductor 
industry while Nippon Sanso is 
a major supplier of similar 
equipment in Japan. 


French groups lead in cross-border mergers 


By WUIfam Dawkins in Paris and Guy de Jonquteres in London 


FRENCH state-controlled 
companies have made many 
more cross-border mergers and 
acquisitions in Europe since 
the start of last year than 
nationalised groups from any 
other European country, 
according to a survey. 

They were particularly 
active in the first quarter of 
this year, mating 40 European 
deals with a disclosed value of 
Ecu2.52bn ($3.l2bn)-5S per 
cent of the value of all French 
deals in Europe, according to 
Translink’s European Deal 
Review. 

Last year, French state-con¬ 
trolled acquirers made 15 deals 
in Europe worth Ecu2.67bn, or 
28 per cent of total European 
acquisitions by French groups. 

The review by TnmstLnk. a 


small group specialising in 
data on cross-border deals, 
says that in no other country 
did state companies account 
for more than 5 per cent of 
total cross-border European 
acquisitions. 

The trend has already 
aroused political sensitivity in 
Britain, by far the most popu¬ 
lar target for French state- 
owned acquirers, which made 
eight takeovers there last year 
worth EcuL52bn. 

The UK Government fears 
that it amounts to back-door 
renationalisation of companies 
it has privatised. 

Mr John Redwood, the UK 
Corporate Affairs Minister, 
fired a shot across French 
bows last March by emphasis¬ 
ing that such acquisitions 


would be closely scrutinised on 
competition grounds. He said 
that when a public-sector com¬ 
pany proposed a merger or 
acquisition, the Director-Gen¬ 
eral of Fair Trading would take 
account of the market share of 
all companies in that sector 
owned by the same govern¬ 
ment 

Translink acknowledges that 
the big first quarter rise in the 
value of deals by French state- 
owned companies was almost 
entirely due to Renault's 
Ecu2.12bn acquisition of a 
minority stake in Volvo of 
Sweden. 

The French state sector’s 28 
per cent share of the country's 
cross-border deals last year 
was broadly in line with their 
weight in the co u n t r y ’s indus¬ 


trial economy. 

Furthermore. French compa¬ 
nies generally have been more 
active than those in any other 
European country in making 
cross-border acquisitions in 
Europe. They made deals with 
a total disclosed value of 
Ecu9.62bn last year and 
Ecu&34bn in the first quarter 
of this year. 

The review argues that 
acquisitions by French state- 
owned companies are inimical 
to a level playing field because 
they are protected against 
takeovers. 


* Translink study available 
from: 99 Bishopgate, London, 
EC2M3XD 

Usznor-Sacfiar plans US acqui¬ 
sition, Page 17 
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UK wants wider role for regional airports 


By Richard Tomkins, Transport Correspondent, in London 


CONSTRUCTION of a new 
runway at Heathrow, Gatwick 
or Stansted airports as a 
means of solving London’s air¬ 
port capacity problems 
appeared to be ruled out yes¬ 
terday by Mr Cedi Parkinson, 
the UK Transport Secretary. 

Rejecting a key finding of a 
two-year study by the Civil 
Aviation Authority (CAA), he 
instead suggested that 
Britain’s regional airports 
could play a bigger part in 
relieving the overall pressure 
on capacity. 

Mr Parkinson’s views 
appeared to be aimed at defus¬ 
ing the intense political contro¬ 
versy which a decision in 
favour of runway building near 
London would have prompted 


in advance of a general elec¬ 


tion. But they will also cause 
concern in the British aviation 
industry because of the implied 
threat to London’s long-term 
status as the world’s leading 
international flirting hub. 

Mr Parkinson’s statement 
came hi a House of Commons 
written answer as the CAA 
published its 244-page report 
on possible locations for new 
airport runway capacity in 
south-east England. The CAA 
c on c luded that extra capacity 
equal to one new runway 
would be needed around the 
year 20(5. 

It said that to provide the 
capacity at regional airports' 
would result in traffic being 
lost, and suggested eight 
options for providing capacity 
in or near the south-east of 


England. Three of these con¬ 
sisted of building an additional 
runway at Heathrow, Gatwick 
or Stansted, and the others 
consisted of intensifying use of 
the airports at Luton in Bed¬ 
fordshire, Bournemouth in 
Hampshire, Bristol in Avon, or 
Lydd or Mansion in Kent. 

The CAA said passengers’ 
first choice would be the devel¬ 
opment of Heathrow or 
Gatwick, but the Government 
would have to take into 
account political, environmen¬ 
tal and social considerations 
before reaching a decision. It 
made no recommendations. 

Mr Parkinson said the Gov¬ 
ernment was “in no way com¬ 
mitted” to the options identi¬ 
fied by the CAA and 
announced the setting up of a 


working party to study them. 

He said: “In its 1S85 White 
Paper (policy document) on air¬ 
ports policy, the Government 
expressed its view that- a sec¬ 
ond runway should not be 
built at either Stansted or 
Gatwick. The considerations 
which led to that view remain 
compelling.” 

The same environmental 
considerations which had 
given rise to those views, Mr 
Parkinson added, “are no less 
relevant at Heathrow.” 


Mr Parkinson added that 
there would be “no question of 
any major new runway devel¬ 
opment taking place without 
full public consultation and a 
public inquiry into any objec¬ 
tions.” 


Czech oil supplies cut 


Polish problem solved 


Continued from Page 1 
supplies. Mr Dlouhy said the 
advantage to Czechoslo¬ 
vakia - and other east Euro¬ 
pean countries - cf Soviet oil 
was that it could be paid for 
(under what is effectively a 
barter system) with relatively 
low-quality machinery. 

Moscow would continue to 

require this machinery, even 
when trade was placed an a 
hard currency basis next Janu¬ 
ary L 

Czechoslovakia has con¬ 
tracted to receive nearly 50,000 
tonnes of petrol from the west, 
Mr Dlouhy disclosed. 

However, it was reluctant to 
buy more than was absolutely 
needed in order not to increase 
its low level of foreign debt 

One possibility would be for 


the country to seek ofi from 
Syria, Libya and Algeria, each 
of which have outstanding 
debts to Czechoslovakia. 


Another possibility would be 
to obtain oQ from Iran through 
pipelines across the Soviet 
TJnion. 


Mr Kignj? sa id h® told frflfcs 
with leading western off com¬ 
panies cm possible moves if off 
supplies from the Soviet Union 
were halted entirely. 


“It could be that the west 
win do what it did in the case 
of Lithuania," he remarked, 

omitting the word “nothing ” 

• Czechoslovakia is negotia¬ 
ting with West German banks 
on a fliwtghip foan later this 
year, related to its economic 
reforms. 


Continued from Page 1 
covered by the first treaty. 

Transitional arrangements 
for Soviet forces in Germany 
after unification were also dar- 
ified at yesterday’s meeting, 
although it was not immedi¬ 
ately dear whether they would 
last for three or four years. 

Ministers from all tnp partic¬ 
ipating countries expressed 
confidence that the results of 
the Gorbachev-Kohl meeting 
and yesterday’s discussions In 
Paris would speed up the con- 
elusion of the “2 4 " ta lks. 

b The next scheduled miniate- 
rial meeting in Moscow on Sep¬ 
tember 12 mi ght even be the 
last, whereas another meeting 
in London had originally been 
foreseen. 

A major contribution to the 


breakthrough, by general 
agreement, had been the out¬ 
come of the Nato summit in 
London at the be ginning of 
this month. 

Mr Roland Dumas, the 
French Foreign Minister and 
chairman of the conference 
said: 

“No obstacle now remains 
for the establishment of a 
united Germany in full sover¬ 
eignty by the end of the year. 
We have taken a decisive step 
towards a definite settlement 
of the German problem.” 

Mr Eduard Shevardnadze, 
the Soviet Foreign Minister, 
also spoke of “a turning point 
in world history” which had 
been reached as the result of 
"patient and serene diplo¬ 
macy”. 
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THE LEX COLUMN 


The return of the 


big spender 


The date of the ‘ UK 
Government’s re-emergence as 
a major borrower on the capi¬ 
tal markets is fast approach¬ 
ing. Yesterday's figures 
showed a first quar ter pub lic 
sector borrowing requirement 
equivalent to an annualised 
£25bn plus. While that can be 
explained away by ail sorts of 
funny factors such as delays in 
poll collection and the 
erratic nature of privatisation 
receipts, the gilt-edged market 
is right to be nervous. The 
authorities are borrowing more 
tT vin they sh ould at a time 
when the economy is begin¬ 
ning to show definite signs of 


Share prices refcdtve to t» 
FT-A AB-Share Index 
12D 


scope for superior returns from 
junk debt is Ibnited fry thefaet 
' that the market is for,‘more 
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that the market is for,‘more 
efficient than it was 10 years 
ago, when investors could 
make a packet from a ode-time 
fallen angel like Toys E Us, 
which baa been bust in the 
1970s. 

As for the LBG, one might 
see refinancing in 1S90 in the 
junk market of some-recent 
higHy-teveraged deals such as 
Dm Monte canned foods. But 
the-smarter Wall Street money 
is not hankiiig on a. revival 
soon of the UAL . bid, unless 
someone . pots up a lot of 
entity*.-.-.. . JV./ 


If the Government is to 
avoid tapping the market, 
there will have to be a sharp 
improvement in its finances 
over the next few months. The 
gilt-edged market is not going 
to tike the stories about spend¬ 
ing ministers wanting £17bn 
more than the Government’s 
£192 fan target for 1991/92. The 
Chancellor’s response to these 
requests will prove the sternest 
test of his credibility to date. 
Any administration which is 
unpopular and occasionally 
divided will tend to lean 
towards the soft option to 
avert electoral defeat 
There is little reason to sup¬ 
pose that this Government is 
any different from others on 
this score. It stfll has plenty of 
extra assets it can seQ, such as 
its £9bn stake in British Tele¬ 
com. But a BT share sale ahead 
of the next election would 
smack of panic; and the 
assumption must be the 
authorities will want to resume 
issuing gilts when they can, 
rather than when they have to. 


Uncertainty about prices 
makes the deal hard to assess. 
But if Booker is to reach its 
year-end target of 100 per cent 
gearing and 7 times interest 
cover - together with zero 
dilution - it will need to sell 
at least £50m worth of assets. 
At most, the proceeds could be 
three times that. Thereafter; 
there are obvious savings to be 
made in combining the two' 
food service businesses; and in 
fish, Booker can back its own 
hunch on market growth. Yes¬ 
terday’s mere 4 per cent drop 
in Booker’s shares to 436p is a 
reasonable vote cf confidence; 
but the market will be aware 
that this is not the best time to 
be selling corporate assets. 


Asda 


stock, the.market wilt lave 
need of patience. Yesterday’s 
27 .per cent drop in fititycar 
profits and earnings was much 


tag to hear that this year’s 
interim pre-tax profits, are 
likely to foQ forther, In spite of 
last year's first half having 
borne the brunt of the botched 
start of the new distribution 
system. The system is how 
apparently working splendidly; 
frwtoftd, Asda has to,cope with 
the financial burden of the 


Junk bonds 


Booker/Fitch. 

On the face of it, Booker’s 
agreed bid for Fitch Lovell 
looks a fairly heroic enterprise. 
The £308m purchase price rep¬ 
resents an historic multiple of 
14 for a company which has 
just announced a 10 per cent 
drop in garnfagg per share. It 
will also push Booker’s gearing 
up beyond 150 per cent. And 
there is no guarantee that the 
deal will get past the competi¬ 
tion authorities. 

Reading between the lines, 
however, it seems 'clear that 
Fitch is to be at. least partly 
unbundled. Booker’s business 
lies at the two ends of the food 
chain, in primary production 
and in distribution. It is there¬ 
fore interested in Fitch’s fish 
and food service businesses, 
but probably not in a food pro¬ 
cessing business like Jus-BoL 
Fitch's problematic pigmeat 
businesses, including Millers 
and Robirch, could doubtless 


BJR Nabisco is one thing: 
the US junk bond market is 
something else. The big run-up 
since mid-March in the prices 
of RJR's junk bonds, culminat¬ 
ing in this week’s successful 
refinancing, can be attributed 
to two things. One is. the 
higher than expected proce eds 
RJR received from disposals 
like Nabisco’s biscuit and crisp 
businesses; the other is the 
strong cash flow from tobacco. 
Bat tt is rash to assume that 
aU existing junk bond issues 
are in for a re-rating, dr. that 
the LBO is making a come¬ 
back, just because BJR has re¬ 
jigged its debt profile arid Ihe^ 
Fed has eased slightly. 

There are some US junk-fi- 


stares. 

Some of toe damage should 
be made good in the second 
half, with fulT-year .expecta¬ 
tions now running at £l85m 
pre-tax* against last; year's 
£l80m. But jfinanczng wfll 
remain tight;, the: cost of . the 
new store programme alone 
should guarantee the business 
will be cash-negative btfore 
disposals. There is no . doubt 
that Asda has large potential 
for recovery if its highly ambt 
tious^eteuBgjeeJcbme to fret 
tEHL ^zt at yesterday’s IXSp, 


p ro sp ectiv e earnings,: which 
kawto. flmty inodest, scope for 


Family Products, whose paper 
now yields only 490 basis 
points over 10-year Treasury 
bonds. But this depends an the 
company possessing, like Piay- 
tex, safe cash flow from a basic 
industry. For every Playtex 
there is a Pan Am, whose junk 
yields 38 per cent plus. It only 
bad $L65m in cash at the end of 
the firm quarter and not much 
else other than Heathrow landr 
tog rights. In any case, the 


RMC’s admission that 
employees in Hertfordshire 
have been rigginir tfae local 
readr^rix concrete market is 
not. something for -investors to 
panic/about. The. company 
invufrned was only one of 19 
teady-trixTSUbsMiarfes in. the 
UK; and though this is the sec¬ 
ond recen t in cid e nt involving 
BMC, there is no suggestion of 
systematic naughtiness. But j 
BMC might have spared itself * 
some embarrassment if it had - 
made the situation public 
itself, before the QST.sounded 
off so noisily as part cf its cam- 

- m --»-_ft. *_I- - -_LSI-_ 
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MAN pulls out 
of EnUsa bid 

The West German comm ercial vehicle maker 
and engineering group MAN has withdrawn 
from negotiation* for the takeover of Enaea, 
the Spanish state-owned truck producer. On 
Monday the West CUrnnan Cartel Office blocked 
a deal under which MAN, West Germany's sec* 
ond largest truck maker, would have led a con¬ 
sortium takeover of Enaaa along with 
Daimler-Benz as a minority partner. Before 
MAN'S withdrawal, Daimler-Benz announced it 
would be baking over the leading roto in the 
negotiations. Page IP . 



European thirst helps Coca-Cola 

Strong growth in 
European volume 
safes has fuelled a 
10j6 per cent rise in 
second-quarter net 
toco me at Coca-Cola, 
the US soft drinks 
manufacturer. Gallon 
sales of Coke rose 
14 per cent in the 
European Commu¬ 
nity. ted by Spain with a 42 per cent increase, 
and the UK. up 20 per cent. Page 20 

US securtBoa groups Improve 

Socond-quartar earnings from two US securi¬ 
ties houses. Merrill Lynch and Paine Weber, 
showed distinct Improvements compared to a 
very difficult first quarter. However, firms are 
still suffering from reduced takeover activity, 
rep or ts Janet Bush. Pape 20 

prof it s fall by 27% 

High interest charges, 
weak furniture sales, 
and distribution disrup¬ 
tions have cut annual 
profits at Asda, the LUC 
supermarket chain by 27 
per cent John Hardman, 
chairman (left), claims 
Asda has improved its 
position this year after 
buying 60 superstores 
from rival chain, Gate¬ 
way. Page 24 

Exchanges trite watchdog 



ft »"vT ■ .-i.y•». n : i 


jgig 

SI 

m 

il 

1 


US commodity exchanges have protested to 
their regulatory body, the Commodity Futures 
Trading Commission, about a proposed ban on 
dual trading' — the practice of brokers trading 
on their own account as well as for customers. 
Dual trading, of particular importance to the 
liquidity of smaller exchanges, has come under 
heavy fire since an FBI investigation into fraud 
in the Chicago futures pits. Page 27 


Usinor Sacilor to buy Edgcomb of US 


By William Dawkins in Parrs and Martin Dickson in New York 


USINOR SACILOR, the French 
state-controlled steel company, is 
p)a;in|ng to buy' Edgcomb, one or 
the biggest independent steel 
merchants In the US, with sales 
of 9600m last year. 

The deal, which would be the 
French company's eighth US 
acquisition in two years, contin¬ 
ues its strategy of improving its 
downstream marketing and dis¬ 
tribution activities. It conics a 
month after Usinor Sacilor 
bought a minority stake in ASD. 
Britain's second largest steel 
stockholder. 

Usinor Sadlor is not disclosing 


a price for its takeover of 
Edgcomb, which was bought only 
in June lost year from its manag¬ 
er-owners by Blacks tone Capital 
Fanners, a leveraged buy-out 
fund run by the New York-based 
Blackstone corporate finance 
boutique. 

Mr Frederick BeLlsteln, execu¬ 
tive vice-president and chief 
financial officer of Edgcomb, sold 
Blackstonc was selling now 
because the price offered was 
“appropriate** in terms of 
Edgcomb's present earnings and 
near-term earnings prospects. 
The French group said it would 


take over Edgcomb's debts. 

in 1989 Edgcomb lost $i2.5m on 
soles of $596m. Mr Beils Coin said 
the drop In profitability from the 
first half of last year to the sec¬ 
ond hod continued Into the first 
quarter of this year. The US steel 
industry in general has been suf¬ 
fering from soft demand and 
weak prices. 

Edgcomb has 18 trading and 
finishing centres, employing 1,600 
people. It makes 45 per cent of its 
soles in fiat products such as 

steel plate, 25 per emit in stain¬ 
less steel, 15 per cent in long 
products such as bar and wire. 


and 15 per cent In aluminium. 

Edgcomb mainly serves the 
north-east, south-east and Mid¬ 
west US, and its markets should 
have little overlap with Interstate 
Steel and Metron Steel, the two 
other steel service centres in the 
US bought by Usinor. They oper¬ 
ate mainly in the Midwest and in 
different product lines. 

The purchase will be handled 
through SoUac, Usinor Sacilor*s 
flat-products subsidiary, and 
requires clearance from US anti¬ 
trust authorities. 

Usinor Sacilor has been an 
aggressive buyer in the US 


recently, though Mr Francis Mer. 
its chairman, says he has merely 
been seeking specific steel indus¬ 
try sectors. The fact that some of 
those opportunities happen to be 
In the US is secondary, he argued 

after a recent acquisition. 

Usinor SacUor’s most spectacu¬ 
lar US move this year has been 
its takeover of Jones & Lacghlin, 
the number two US stainless 
Steel producer. Other US acquisi¬ 
tions this year include Techalloy, 
a wire drawer. Alloy and Stain¬ 
less, a metal merchant; and a 50 
per cent stake in Georgetown 
Steel, a wire producer. 


A retailer who risks 
being out of style 

Maggie Urry on the outlook for Burton of the UK 
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W hen Burton Group 
announces the sale of 
its credit card business, 
expected today, Its shares could 
be given a short-term boost. 

The sale - for between £170m 
(9307m) and £200m, to the finan¬ 
cial services arm of General Elec¬ 
tric ol the US - will be the first 
good news the fashion retailer 
and property developer has had 
to offer since late June, when it 
warned of difficult trading. 
Before that, its shares were trad¬ 
ing at 164p. Since then, they have 
fallen by over a third, to yester¬ 
day's ltep. And they were not 
highly rated to start with. 

Burton's shares have reached 
the point where they are cither 
oversold or where, as some share¬ 
holders mutter darkly, “the price 
is telling us something.” The 
gloomiest fears are overdone, say 
analysts who follow the company 
closely. "A lot of emotive non¬ 
sense is being talked about Bur¬ 
ton,” says Mr John Richards, the 
leading stores analyst, of brokers 
County NatWest WoodMac. 

None the less, at times in 
recent weeks the share price has 
seemed to be in free fall. Stock¬ 
brokers' profit forecasts were 
slashed. The prospective yield - 
aogiwntug a maintained dividend 
- climbed into double figures, 
but still the price tumbled. 

Burton’s response has been to 
withdraw into a shell, barely 
speaking to analysts. It has 
refused, for instance, to comment 
on suggestions that Sir Ralph 
Hal pern, the chairman, will see 
his role reduced. 

Profit forecasts for the group’s 
current finanrial year, to the end 
of August, range around £15Qm 
pre-tax, compared with £223.8m 
the previous year. First-half pre¬ 
tax profits Were Only marginally 
lower at £lUL3m (£117.5m). This 
means the second-half profit Is 


expected to slide from £10<L3m to 
around £34m. 

The company's most serious 
problem is the lack of confidence 
it inspires in many investors. The 
mistrust has built up from years 
of suspicion fuelled by investors’ 
criticisms of Burton's accounting 
methods; by a Department of 
Trade and Industry inquiry into 
the group's acquisition of the 
Debeiihams department stores in 
1985. which cleared Burton; and 
by the furore over Sir Ralph’s 
£lm-plus salary and equally 
exotic private life. 

In shareholders' minds, there 
are three more specific areas of 
concern about Burton: 

• Retail trading in Burton’s 10 
clothing and department store 

rhainq , 

• Off-balance sheet businesses 
in credit cards and property. 

• Tbe £i75m invested (on-bal- 
ance sheet) in five shopping cen¬ 
tre developments. 

On the trading issue. Burton 
has the excuse that it is not 
alone. Many other stores groups 
have made profit warnings, and 
Monday’s retail sales figures 
showed a sharp drop in volume. 

Burton did not expect the sud¬ 
den drop in sales seen since mid- 
May. That persuaded Burton and 
its fashion retail competitors into 
earlier - and deeper - summer 
price reductions than usual. This 
will have a damaging effect on 
fashion chains* margins; their 
high fixed costs mean that small 
changes in volume produce much 
larger changes in profitability. 

The second consideration is the 
two off-balance sheet companies, 
which were this year to be con¬ 
solidated into the accounts for 
the first time. 

Applied to last year’s figures, 
this approach .would have raised 
the group’s debtequity ratio from 
the 47 per cent actually reported 


for August 1989 to well above 100 
per cent. But this is an optical 
illusion. The group's responsibil¬ 
ity for the debts would be no 
more nor less than when they 
were off-balance sheet. 

The sale of the financial ser¬ 
vices business will practically 
solve this issue. The other off bal¬ 
ance sheet company - High 
Street Property Investments - 
was used by Burton some years 
ago to raise finance through a 
sale and leaseback of some of its 
stores. At its last balance sheet 
date, HSPI had investment prop¬ 
erties of £117.5m and bank loans 
of £6Sm. Adding these to the Bur¬ 
ton balance sheet would not 
cause a significant problem. 

The third Issue is that of the 
group's development properties, 
owned through Burton Prop erty 
Trust, a wholly-owned subsid¬ 
iary. Worries focus on five shop¬ 
ping centres: Dartford and 
Bedhill outside London, Coventry 
In the Midlands, and TtarHwgtnn 
and Scarborough in the north. 

The properties are included in 
tbe group’s work in progress and 
should therefore, at tbe financial 
year end, be revalued at the 
lower of cost or realisable value. 
So feu: Burton has spent about 
£17 5m on them and plans to 
spend another £75m up to the end 
of 1991. 

A forced sale of the properties 
now would probably raise much 
less - perhaps £50m-£70m 
according to people who know 
the business - than the £175m 
spent. Therefore, a provision in 
the profit and loss account this 
year would seem probable. A pro¬ 
vision would not cause a cash 
outflow; and Burton seems to 
have no intention of nrfnany sell¬ 
ing the properties, which it esti¬ 
mates will be worth £400m in 
1997. 

In the worst year, 1995, it reck- 


Receivers are appointed at 
Poudreries Reunies de Belgique 


By Urn Dickson in Brussels 

EFFORTS to salvage parts of 
Poudreries Rennies de Belgique 
(PRB) were under way yesterday 
after the major Belgian gunpow¬ 
der and munitions group - 
owned by Astra of the UK - was 
'finally put into liquidation. 

Three receivers were appointed 
by a Brussels commercial court 
to find buyers for the assets and 
to help deal with the security 
implications of the failure of this 
politically sensitive defence busi¬ 
ness. “It is not like a biscuit 
maker going bankrupt. We can¬ 
not leave everything lying 
around while waiting for some¬ 
one to take care of it,” said Mr 
Louis Tobback, Belgium’s inte¬ 
rior minister. 

Yesterday's developments 
finally dashed the hopes of a 
last-minute reprieve for the com¬ 
pany's L200 employees. 

It is expected to be some days 


before the financial situation 
becomes clear but it emerged last 
night that the two French compa¬ 
nies Groupement Industriel de 
L'Armement Terrestre (G1AT) 
and Sodetd Nationale de Poudres 
et d’Explosifs (SNPE), which last 
month expressed their interest in 
participating in a rescue, remain 
candidates to buy three of tbe 
five PRB factories. These are at 
Balen, Malines, Kauhlle, Matagne 
and Clermont. Continuing 
French interest was confirmed by 
trade union officials, who have 
been in contact with GIAT and 
SNPE, and by a banker closely 
involved in the negotiations. 

Generate de Banque, one of the 
two main creditor banks, refused 
to give details of PRB's outstand¬ 
ing debts - but the “social obli¬ 
gations” of the company alone 
are thought to be about BFtL2hn 
($35.3m). 


The collapse of PRB was 
widely seen as inevitable in Bel¬ 
gium following the downturn in 
defence markets from the end of 
last year. Over a longer period, 
the Belgian munitions industry 
has been in decline, with sales 
down from BFr57bn in 1983 to 
BFr30bn last year and employ¬ 
ment falling from 60,000 to about 
90,000 in the past decade. 

Astra of the UK, which paid 
around £20m ($ 36 .08m) for the 
share capital and to repay inter¬ 
company debt last September, 
claims it was misled by Society 
Generate de Belgique, the Mg Bel¬ 
gian holding company, about 
PRB’s profit forecast. 

Embroiled in Its own financial 
difficulties at home, the UK com¬ 
pany subsequently washed its 
hands of its troubled subsidiary 
and, by all Belgian accounts, has 
been absent from recent talks. 


US finding may affect LBOs 


By Roderick Oram in New York 

FINDINGS of a court-appointed 
Investigation into a highly-lever- 
aged US buy-out, published yes¬ 
terday, may have wide-ranging 
implications for other Junk bond 
transactions. The investigation, 
Into the $L3bn buy-out of Revco, 
a US drug store chain, finds that 
the company was so short of capi¬ 
tal that it was virtually insolvent 
when the deal was completed 
four years ago. 

The preliminary finding raises 
the prospect of ter closer court 
examination of many other com¬ 
panies which collapsed under tbe 
weight of junk beads and other 
debt used to take them private. 

The legal concept clarified by 
the Revco report, the first ever by 
a neutral third party in a US 
bankruptcy case, clears the way 
for creditors to sue to recover 
funds from management, inves¬ 
tors and their advisers involved 
in bankrupt buy-outs and former 


shareholders who benefited from 

the deals. 

If the failed companies gained 
no value, for example, from the 
debt burden buy-out investors 
placed on thsrp then the rin ph 
amounted to fraudulent convey¬ 
ances, a legal principle dating 
back to Elizabethan England. 
The threat of legal actions on 
these grounds has long been 
hanging over Wall Street 

“My research suggests. .. that 
highly aggressive leveraged 
buy-out deals may create signifi¬ 
cant fraudulent conveyancing 
risks.” said Mr Barry Zaretsky, 
the Brooklyn Law School bank¬ 
ruptcy professor who conducted 
the Revco examination, 

Rflvco’s creditors have grounds 
to sue many parties connected 
with its buy-out, such as invest¬ 
ment bankers, accountants and 
lawyers, for damages caused by, 
for example, faulty financial pro¬ 


jections. But Mr Zaretsky recom¬ 
mended to the court that they 
refrain from filing suits until 
November. To save costly and 
time-consuming litigation, he 

urged all sides to continue to 
seek a negotiated settlement in 
the meantime. 

Mr Zaretsky will complete a 
definitive report by September. 

The buy-out of Cleveland-based 
Revco was undertaken by a 
group of investors which 
included the company’s manage¬ 
ment at the time. They invested 
only 518.9m in cash in the deal, 
financin g the rest with bank bor¬ 
rowings and some S8Q0m of junk 
bonds. The company failed less 
than two years later and became 
the first billion, dollar buy-out to 
wind up in the bankruptcy court 
The investors’ main adviser was 
Salomon Brothers in the invest¬ 
ment banking film's first large- 
scale leveraged buy-out 



Sir Ralph Halpera: transformed a dozy tailoring business 


ons that the developments’ carry¬ 
ing cost - rental income less 
interest payable - to the profit 
and loss account will be £13m. 
Even Barton’s calcula¬ 

tions with a large pinch of salt, 
the shopping centres are not cru¬ 
cial to its long-term health.. 

Today’s deal to sell the finan¬ 
cial services operation solves 
many of the company’s short 
term problems; it raises some 
cash and eliminates £400m or so 
of debt But it may simply dis¬ 
guise longer-term problems. 

Sir Ralph can claim credit for 
turning a dozy men's tailoring 
business into the fashion success 
of the 1980s; and many sharehold¬ 
ers believe that Burton is still the 
best fashion retailer around. 
County NatWest's Mr Richards 
argues, however, that the group 
has lost Its way. “Burton no lon¬ 


ger has a credihle retail strategy 
for the 1990s,” be suggests. 

Burton's fashion chains - 
which Include Top Shop. Dorothy 
Perkins and Principles — are 
aimed at the younger end of the 
market, a sector being eroded by 
demographic changes. Its cost 
base is high thanks to the expan¬ 
sion of the late 1980s, when retail 
property was at its most expen¬ 
sive and the sate of freeholds to 
finance growth exposed the 
group to rising rents. The pur¬ 
chase a£ Debenhams has yet to be 
demonstrated a success. 

The current fuss about Barton 
may be missing the point. Instead 
of worrying, probably unneces¬ 
sarily, about current rumours, 
analysts and shareholders ought 
to be addressing the issue cf the 
group’s ability to succeed as a 
retailer in the longer term. 


Citicorp 
posts 37 % 
drop in 
earnings 

By Martin Dickson 
in New York 

CITICORP, the largest US 
commercial banking group, yes¬ 
terday underlined the poor pros¬ 
pects for the sector as it reported 
a 37 per cent drop in second 
quarter net Income, due partly to 
the crisis in the American real 
estate market and partly to poor 
global earnings from corporate 
finance and Investment banking. 

The group produced net 
Income of 9248m, compared with 
9395m in the same period of last 
year, while earnings per share 
were 64 cents, down from 3L.il 
and below analysts expectations, 
which ranged from 70 cents to SI 
a share. In spite of those results, 
Citicorp shares rose modestly to 
close at $21%, up S^a, on the New 
York Stock Exchange. 

The figures showed continued 
strong earn lugs from Citicorp’s 
consumer business, with earn¬ 
ings up 28 per cent from $208m 
to 9266m, thanks to good perfor¬ 
mances in credit cards, its New 
York branch system and con¬ 
sumer businesses in Latin Amer¬ 
ica and Asia. 

However, the bank made $92m 
of net commercial loan write-offs 
during the quarter - excluding 
third world loans -t compared 
with 929m a year ago and $136m 
in the first quarter of this year. 

Write-offs in US real estate, 
which has been savaged by 
declining pr o p e r ty values, com¬ 
prised 942m of this, against 956m 
in the last quarter. Loans to 
highly-leveraged borrowers 
accounted for 952m, against 
$5lm in the first quarter. 

Commercial lean loss reserves, 
apart from third world borrow¬ 
ings, were increased by 958m to 
9744m, or ISO basis points. The 
bank also took a 9631m write-off 
(20 per cent), on non-pearforming 
loans to Brazil. 

For the first six months Citi¬ 
corp reported net income of 
9479m, down from 9924m, and 
earnings per share of $1.24, 
down from 92.63. 

Among other -large New York 
banks reporting yesterday, 
Chemical Banking reported ««m- 

Ings of 9113.1m, or $ 1.02 a share, 
for the second quarter, down 
from 9128.6m, or 91.65 a share, a 
year earlier. However, its non- 
performing assets declined to 
$2^9bn, or by 9245m, from the 
end of March. This included a 
926&2m write-off on Us Brazilian 
and Argentinian portfolio. 

Manufacturers Hanover 
reported net income of 933m for 
the second quarter, down from 
9106m, after taking a one-time 
pretax res tr uctu ri ng charge of 
9100m. Earn togs per share were 
31 cents, or $1.15 excluding the 
charge, against $L87. 






Investing wfth 
Management in Europe 

Baring Capital Investors organises and invests 
in larger management buy-outs and buy-ins 
throughout Europe. Our executives have a 

track record of successful transactions both 
in the UK and on the Continent and have 
industrial as well as financial skills. We have a 
dear focused objective: successful investment 
in European companies, in partnership with 
successful management teams. 
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Asprey buys | Booker in offer for Fitch 


Mappin 

& Webb 
for £75m 

By Jane Fuller 

THREE of the UK's most 
lip -marke t names ]JL jewellery 
- Asprey, Garrard and Map- 
pin & Webb - are coming 
together in a deal between 
Asprey, a family-controlled 
business, and Sears, one of the 
UK’s biggest retailing empires. 

Although the arrangement 
involves Sears selling its jew¬ 
ellery division to Asprey, the 
form of payment means that 
Sears is in fact increasing its 
involvement in Asprey, in 
which it already holds 25JS per 
cent of the ordinary shares. 

Mr Geoffrey Maitland Smith, 
chairman of Sears and a direc¬ 
tor of Asprey, said Sears had 
turned down several offers to 
boy its jewellery interests and 
inste ad sought to m er ge them 
with Asprey. 

The deal involves 
USM-qnoted Asprey buying the 
Ma p pin & Webb Group from 
Seme for £75m ($135m) in the 
form of 18.5m participating 
preferred shares, priced at 
405p each. When added to 
Sears’ existing holding, these 
new non-voting shares would 
give it an interest in 38u5 per 
cent of the earnings of the 
enlarged Asprey group. 

Concern about dilation of 
Asprey’s earnings yesterday 
pushed its share price down 
15p to 38Qp. 

Sears' connection with 
Asprey goes back to 1980 when 
It bought a friendly 20 per 
cent stake after Hr John 
Asprey, the chairman, had 
won a family struggle for con¬ 
trol of the c omp any and had 
seen off a hostile bid from 
Alfred Dunhd] and Dubai busi¬ 
ness interests. 

The Mappin & Webb Group, 


jewellery and luxury goods 
shops, Garrard, the Crown 
Jewellers and a silversmith, 
last year made a pretax profit 
of £5m on sales of £56-2m. Net 
tangible assets were £5&8m. 

Asprey, which has its main 
shop In Bond Street, London, 
made £21.9m pretax last year 
on sales of £75UIm. 

Mr Naim Attallah, joint 
managing director, said the 
merger, which is to involve 
some 17 outlets, would allow 
the group to expand into other 
parts of the UK and into the 
middle of file market. 


By Clay Harris, Consumer Industries Editor 


BOOKER, the UK food 
distribution and agribusiness 
group, yesterday agreed to pay 
£302m in rash and shares for 
Fitch Lovell, another food sup¬ 
plier. The deal would create 
Britain's largest catering ser¬ 
vices business. 

It would also add Fitch’s fish 
processing and distribution of 
chilled and frozen fish prod¬ 
ucts to Booker's salmon farm- 
ing operation, the second larg¬ 
est in Britain.. Booker is likely 
to dispose of much of the rest 
of Fitch's business. 

Fitch yesterday reported 
static pre-tax profits of £32£m 
for the year to April 28. It 
blamed the results in part on 
pressure on margins because of 
“competitive activity" daring 
the integration of UYC, a food 


distributor bought by Fitch in 

1388. 

Booker won over more than 
20 per cent of CYC's contracts 
and scored another coup when 
Burger King, an existing cus¬ 
tomer, bought Wimpy, which 
had been supplied fey Fitch. 

Booker, which is already 
Britain’s largest cash-and-carry 
operator, said it did not expect 
difficulties with the Office of 
Fair Trading over the latest 
deaL 

Mr Skipper said the com¬ 
bined group would account for 
only 7 per cent of the £&5bn 
UK market for food, non-food 
and non-alcoholic drinks deliv¬ 
ered wholesale to caterers. 

Taking into account 
cash-and-carry operations, 
Booker would have an 11 per 


AECI declines to R171m 

pre-tax in first half 


By Our Financial Staff 

AEd, the large South African 
chemicals and explosives 
maker, showed a fall in interim 
pre-tax profits to R171m 
(9618m) from B2Q2m, blaming 
deteriorating conditions espe¬ 
cially in the gold muring , auto¬ 
motive and construction indus- 


The group said it was aim 
affected by industrial action, 
adding that if this did not esca¬ 
late it expected the full-year 
result to match the R495m 
achieved in 1989. 

("Present Indications are 
that the worst effects of the 
destocking process have been 
seen and that end-user con¬ 
sumption should translate 
more directly into demand fin: 
the group's products during 
the second half of the year” it 
said. 


Sales m the six months to 
June were up at R2J37bn com¬ 
pared with R&26bn. 

Attributable income was 
Rll3m against R13Gm. 

AEd is meanwhile to begin 
manufacturing gold potassium 
cyanide for use in gold plating , 
in a joint venture with Rand 
Refinery, an affiliate of the 
Chamber of Mines which Bnire 
the country’s six matn min m g 
houses. 

(The new venture, called 
Goldchem, aims to supply cos¬ 
tume jewellery and electronics 
industries in Asia. 

AECI said it had patented 
new technology for the ven¬ 
ture, which will be tie first 
time the chemical, 70 per cent 
£old in content, will be made 
m South Africa. 


Coors strongly ahead 


By Karen Zagor 

ADOLPH COORS, the big US 
brewing company which is 
expanding its operations in the 
hope of becoming a facing 
player in an industry which is 
dominated by Anheuser Busch 
and Miller Brewing, yesterday 
reported strong second-quarts: 
earnings and safes. 

For the three months ended 
June 17, Coors returned net 
income of 225.1m or 68 cents a 


share against $16.9m or 46 
cents a year earlier. Sales net* 
of excise taxes grew 12 per cent 
to $475.4m from $425-5m, while 
the number of barrels sold 
increased 14 per cent to 4R3m. 

For the first half, Coors had 
net earnings of 23&8m or 88 
cents a share compared with 
212.1m or 33 cents a year 
before. Sales advanced 16 per 
cent to 2869.7m from 2749.6m. 


cent share. The largest com¬ 
bined share to be created by 
the deal, 14 per cent in deliv¬ 
ered frozen foods, would be 
second in that sector to Brake 


For every three Fitch shares, 
Booker is offering one share 
and 417p in cash. With Booker 
closing 19p lower at 436p, the 
bid values each Fitch share at 
302p. Fitch shares added 78p to 
close at 297p, just above the 
cash alternative of JS3.6p. 

M&G, Fitch's largest share¬ 
holder with 17 per cent, is 
likely to back the hid unless a 
higher agreed offer emerges. 
Booker was advised by Kleln- 
wort Benson and Fitch by 
Lazard Brothers. 

Lex, Page 16$ Background and 
Fitch Lovell results. Page 20 


Enimont sells 
Sclavo to 

Marcucci 

ENIMONT, the Italian 
chemicals joint venture, said 
yesterday it has sold Sclavo, its 
pharmaceutical subsidiary, for 
LlOObn (380m) to the Marcucci 
Group, an Italian manufacturer 
of blood derivative products 
and vaccines, AF-DJ reports. 

The sale was expected afier 
Enimont reacquired complete 
control of Sclavo in May from 
former partner Du Pout of the 
US. At the time, Enimont 
rejected Du Font's offer to take 
control of Sclavo, saying the 
company played a strategic 
role in Italy's national health 
network and therefore should 

remain in Tfaiiam Tianflg 

The sale comes under a 


off Lly500hn in assets by 
the mid of the year in order to 
pay debts. 

With the acquisition, the 
Marcucci group will enlarge its 
Italian market share to 50 per 
cent from 33 per cent and 
become one of Europe's leading 
producers of pharmaceutical 
products derived from blood, 
Enimont said. 

The Marcucci Group, based 
in Castelnuovo, is a private 
Italian group owned by Mr 
GueJtfo Marcucci. 

Enunomfs 50-50 joint venture 
with Du Pont soured this year. 
Du Pont delivered an ultima¬ 
tum to Enimont in February 
saying it either wanted to 
acquire Sclavo before making 
investments it deemed neces¬ 
sary to go forward, or get out. 


NEWS IN BRIEF 


Puma group 

earnings at 
breakeven 

PUMA, the West German 
sportshoe group controlled by 
Aritinos cf Sweden, said 1988 
group profit was unchanged, at 
breakeven. 

Group turnover fell to 
DM520.2m (S306m) from 
DMTSTAm in 1888. 



TM 
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vice, MetallgeseUschaft’s 
recycling unit, said it was set 
ting a two-for-seven rights 
issue, offering new ordinary 
shares at a price of DM440 
(S2S8m) each and preference 
shares at DM340 aa^h 
BUS said the issue would 


would be used to help BUS 
increase its 20 per cent stake in 
the US company Horsehead 
Resource Development Metall- 
gesellschaft is giving two- 
thirds of its rights to the share 
issue to MIM Holdings of Aus¬ 
tralia. This will give MIM 10 
per cent of the capital of BUS. 


■ UCB, fiie Belgian chemical 
concern, has taken a 49 per 
cent increase in. Japanese phar¬ 
maceutical company Choseido 
Setyaku, based in Tokushima, 
Japan. 

UCB said it had subscribed 
to a capital increase in Chos¬ 
eido Seiyaku to acquire its 
share. Terms were not dis¬ 
closed. The Japanese concern 
produces medical products for 
sale to hospitals, and had sales 
of BFr500m ($14.2m) in 1990, 
UCB said. UCB makes plastic 
films and drugs. 

■ Agence Havas, the French 
media group, is discussing tak¬ 
ing a stake in Gafinoard, with 
negotiations centred on the 
degree of independence to he 
allowed France's largest inde¬ 
pendent publisher, it is under¬ 
stood. 

Mr Antoine GaUuxzard, Galli- 
mard chief exec u ti v e, said the 
choice of new shareholders in 
the company was being guided 
by the need for gua rante es of 
independence and for editorial 
development. He gave no 
details on any negotiations. 
Havas declined to comment 

State-owned Banque Nation- 
ale de Paris holds about 36.8 
per cent of the publisher. 


MAN withdraws from 

■ 

negotiations over Enasa 


By Kevin Done, Motor Industry Correspondent 


MAN, the West German 
commercial vehicle maker and 
engineering group, said yester¬ 
day that it had withdrawn 
from negotiations for the take¬ 
over of Enasa, the Spanish 
state-owned truck producer. 

On Monday the West Ger¬ 
man Cartel Office blocked a 
deal, agreed in principle late 
last year, undear which MAN, 
West Germany's second largest 
truck maker, was to have led a 
consortium takeover of Enasa 
with Daimler-Benz as a minor- 


MAN planned a 60 per cent 
holding, with Daimler-Benz 
acquiring 20 per cent and INI, 
the Spanish state industrial 
holding co m pany, retaining of 
20 per cent 

The Cartel Office was con¬ 
cerned the deal between the 
two big West German truck 
makers would undermine com¬ 
petition in the West German 
track market, where Daimler- 
Benz and MAN have a com¬ 
bined share of around 80 per 
cent. 

MAN said yesterday that the 
Cartel office ruling bad made it 
impassible for it to realise its 
original plan to take over both 
Enasa and the Austrian Steyr- 
Daxmler-Puch truck operations. 
The Steyr track business was 
acquired by MAN with effect 
from the beginning of January. 

In the wake of the Cartel 
Office ruling on Monday, 
Daimler-Benz said that it was 


faking over the leading role in 
the negotiations with INI for 

the takeover of Enasa. INI said 
that it hoped to present an 
alternative scheme to the origi¬ 
nal MAN-led acquisition on 
July 30. 

According to the ori gi na l 
memorandum of understand¬ 
ing MAN was to 'have- taken 
control of Enasa's heavy truck 
operations. Its official with¬ 
drawal yesterday again throws 
into doubt the future owner¬ 
ship of the business, which 
includes Seddon Atkinson, the 
small UK heavy truck maker. 

MAN said at the end of May 
that it was not in the compa¬ 
ny’s "strategic interest" to take 
over all or parts of Enasa 
alone. The acquisition was 


planned as a joint takeover 
with Daimler-Benz. 

■ 

• The MAN group sail yester¬ 
day it planned to raise its divi¬ 
dend for the financial year to 
the end of June 1990. 

It refused to specify the 
incr ease from the DM8 (34.7Q) 
per share paid in 3388-89, hut 
said the group had o pe r at ed-at 
full capacity, which led to 
higher profits. Group turnover 
increased by 11 per cent to 
around DM19bn. Orders 
received in 1989-90 rose by 9 
per cent to more than DM20hn. 
The order book at the end of 
June was DMlTbn. MAN fore 
cast nolcs and profits would 
again be “satisfactory" in 
1990-91. 


VW IN E GERMAN SALES PLAN 


VOLKSWAGEN has set up its 
planned marketing joint ven¬ 
ture with its East German 
partner IFA-Pkw-AG, Reuter 
reports. 

VW mM the new venture, 
AVZ-Automobil-Vertriebszen- 
tr m n Chemnitz GmbH, was 50 
per wnt owned by each part¬ 
ner, had a nominal capital of 
DMlm (2588m), and would 
employ a workforce of about 
630. 

Volkswagen and IFA- 
Fkw-AG, the builder of the 
two-stroke, plastic-bodied Tra- 
bant cars, have been co-operat¬ 


ing since March. Volkswagen 
started production of its Polo 
model at IFA’s plant in 
Zwickau in April. - 
Hie West German company 


11*500 car orders from Bast 
Germany dining the first six 
n wwflw of year. 

It expected to sell about 
20,000 VW and Audi cars as 
well as about 200 SEAT mod¬ 
els in the second half of 1990. 
Next year, Volkswagen said it 
expects to sell at least 50JW0 
VW and SEAT cars and 5,080 
SEAT trucks. 


Roche advances 6% in first half 


By WlQiam Dullforce in Geneva 


ROCHE HOLDING, the Swiss 
pharmaceuticals rhwmffflU; 
group, yesterday reported a 6 
per cent increase in first-half 
sales to SFr5.l8bn ($3-65bn) and 
said it expected a further 
improvement in pgnwnp this 


Last year the group which 
was formerly known as Hoff- 
mann-La Roche posted a 33 per 
cent surge in net consolidated 
earnings to SFr852m. 

First-half turnover perfor¬ 
mance by Switzerland’s third 
largest chemicals group out¬ 
paced those of Ciba-Gagy and 
Sandoz. But, as with its two 
rivals, Roche's figures were 
affected by the appreciation of 
the Swiss franc; in local cur¬ 


rencies sales increased by 13 
per cent compared with the 
first six months of 1989. 

Earlier thfg year Rnnlw 
a successful $2.1bn bid for a 60 
per cent stake in Genentech, 
the leading US biotechnology 
company. Heavy trading in 
recent weeks has pushed up 
the prices of Roche stock, par¬ 
ticularly of its participation 


The group’s first-half sales 
development was marked by 
the strong growth in pharma? 
ceutlcals, which advanced by 
14 per cent to SFrtUbn and by 
as much as 23 per cent in local 
currency terms. 

Increases in sales of the anti¬ 
biotic Rocephin and the anti¬ 


rheumatic drug Tflcotil con¬ 
tributed largely to the turnover 
growth in pharmaceuticals. 

Sales of vitamins and fine 
rfipwiraia at SFrLlfibn were 
down by 7 per cent but main¬ 
tained the same level in terms 
of local currencies. 

The diagnostics division 
pushed np its sales by 4 per 
cent to SFT724m, a rise of 14 
per cent in local currencies. 
Sales of fragrances and fla¬ 
vours dropped by 2 per cent to 
SFt56Sm hut were up by 3 per 
cent in local currency terms. 

- Roche said it expected to 
maintain a dynamic develop- 
ment of sales in local curren¬ 
cies during the second half of 
the year, . 


TNj 
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GambroAB 

(I nc orpora t ed wfth limited Babffity In the Kingdom of Sweden) 

International Offering of 4,000.000 B free shares 

at SEK 145.92 per share 

raising approximately SEK 584 million (US$98 million) 


Enskiida Securities 

Skandbiaviska BiskBda United 


Kleinwort Benson Limited 


BNP Capital Markets Commerzbank Credit Suisse First Boston 
Limited ummmlKMt limits 


Deutsche Bank 


Dresdner Bank 


Prudential-Bacfie Capital 
Funding 


Swiss Bank Corporation 


UBSPhDIips & Drew Securities Limited 


Lead Manager 

Enskiida Securities 

Skandbiaviska EnskBda Lbnited 


Juty 1990 


Sanwa Bank 


The Sanwa Bank, Limited ("Sanwa") will add to its banking and financial s e rv i ce s in the 
UK by merging the business of Associated Japanese Bank (International) limited CAJBP} 
(cm the 30th March 1990, Sanwa increased its holding of shares in AJB £ram 25% to 100%) 
with its other wholly-owned subsidiary in the UK, Sanwa International limite d The 
outcome will be to create a stronger framework within the UK through whidi Sanwa 

will develop its investment banking services tor its expanding client base. 


The resulting company will be known as 
authorised institution under the 1987 Bah 


wa International pic. It will be an 
Act and will be a member of The 


The merger forms an integral part of Sanwa's plan to strengthen its position as one of the 
world's leading banking institutions. It will enable Sanwa to expand the range of 
securities and banking services it can offer to clients and is a further step in die process 
of building a universal banking network within the European Community. 

Sanwa Network in Europe 

Branches: London, Brussels, Dusseldorf, Paris, Milan, Madrid 

Rep. Offices: Manchester, Edinburgh, Birmingham, Amsterdam, 

Fiankfurf, Munich 

Subsidiaries: Sanwa International Limited, London 

Sanwa Bank (Deutschland) AG., Frankfurt 
Sanwa Bank (Schweiz) AG., Zurich 
Sanwa International (Ireland) PLC, Dublin 
Sanwa Leasing (Deutschland) GmbH, Dusseldorf. 


's London Branch. 


TO HOLDERS OF FLOATING RATE CERTIFICATES 


NOTICE 


ASSOCIATED JAPANESE BANK (INTERNATIONAL) 


LTD 


US $40,000,000 Floating Rate Certificates of Deposit, due August 1991 (Series TI") 

US$ 40,000,000 Floating Bate Certificates erf Dqposit due September 1991 (Series "V") 

The above merger will not affect file rights of noteholders. Noteholders shouM _ 

present their certificates to AJB in the normal way. “rowers should confiruieto 


llPliiisIllif! ■ - e 



Sanwa Bank 

Sanwa bankers are working for you everywhere. 

Tokyo Headquarters: 1-L Otemachi 1-chome, Ghiyoda-kir Thkvr* 
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of the 

Madrid Stock Exchange. 
. In one new 
active management 
group. 


in’s newest - and 


the industrial interests of Banesto, nae of Spain's 


The significance of the new company may be 
judged by the size and breadth of these hnMmg *, 


for over 2JS% of the Madrid Stock Exchange, ««< 
more than 1% of the entire Spanish ****HMny. 


With 


La Corporation 
Banesto 

The driving force 
in Spain is now an active 
force in Europe. 


companies, it also covers pracricaHy every area of 
Spain's commercial and industrial act ivity. 


aim is not 


com pan ies, but to «"flnp«w their 


lb help plan and promote their development. To make 


In effect. La Corporacidn Banesto is an actively 


Its will be felt way beyond Spain 


In the eme rg in g unified European market. 
And around the world. 


J. 


faced fay Geaporad&l Indnaml y l inancina dc Banesto, S. A. and approved by UBS Phillips aod Drew Securities 


member of The Securities Assorixrioq, far the pmposc of seaian 57 of the faxmrial Sendees Aa 1986. 




i i #>&» ffs-aa as'jg^aesffts'sa sae-'&g^B a@8B@s? .8g3i?K*. 
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INTERNATIONAL COMPANIES AND FINANCE 


Cost-cutting efforts help 


Merrill Lynch improve 


By Janet Bush In New York 


MERRILL Lynch, the largest 
US securities house, yesterday 
reported higher earnings in the 
second quarter which it attri¬ 
buted largely to continuing 
efforts to cut costs. 

Paine Webber, another secu¬ 
rities house, and Charles 
Schwab, the discount broker, 
also announced second-quarter 
earnings yesterday which 
suggested that there has been 
some improvement from the 
very difficult first quarter. 
However, conditions in the 
securities industry remain 
highly competitive and firms 
axe still being affected nega¬ 
tively by reduced takeover 
activity. 

Merrill Lynch achieved net 
earnings of 574.1m or 64 cents a 
share in the second quarter 
compared with net earnings in 
the same quarter a year ago of 
$70Jim or 62 cents a share. 

Merrill Lynch said the 1989 
total included earnings of 
$4J>m or four cents a share 
from the discontinued 


operations of the firm's real 
estate subsidiary, which it sold 
in the autumn of last year. 

The second-quarter results 
were significantly unproved 
from the 841-3m earned in tbs 
first quarter of this year. Reve¬ 
nues of $ 2 . 87 bn in the second 
quarter were 1 per cent lower 
than in the comparable quarter 
last year but 8 per cent up 
from the first quarter of 1990. 

Mr William Schreyer. chair¬ 
man, and Mr Daniel T ully, 
pre si dent, said earnings from 
continuing operations were up 
13 per cent from the same 
period last year despite 
reduced stock exchange trad¬ 
ing and lower levels from 
underwriting and corporate 
jeab- 

They attributed this largely 
to continuing efforts to cut 
costs. Total expenses in the 
second quarter were down 1 
per cent from the same period 
in 1989. 

Merrill Lynch did relatively 
well in a generally weak 


investment banking environ¬ 
ment, with revenues from fills 
business up 8 per cent from the 
second quarter of 1989 and 31 
per cent from the find quarter. 

Paine Webber reported net 
earnings of $14.7m compared’ 
with $ 15.1m in the second 
quarter last year. Revenues 
were 8466.2m, up 8 per cent 
from the same period in 1989. 

Mr Donald Marron, chair¬ 
man. said the company had 
solid operating performances 
in its core businesses, but 
reduced earnings from mer¬ 
chant banking king invest¬ 
ments and an industry-wide 


Honeywell 
profits top 
analysts’ 
forecasts 


By Roderick Oram 
in New York 


HONEYWELL 
surge in profits with a strong 
upturn in Ms space, aviation 
and indus t ri al products more 
than offsetting a small down- 
turn in bnQdinjr 
Net profits from cmiflwirfnp 
operations for the three 
months ended July 1 rose by 
more that 50 per cent from 
860m, or $L39 a share, a year 
earlier, to $9&4m, or $2.40 a 
share. The results beat ana¬ 
lysts’ forecasts by at least 25 


negatively 


revenues had 
affected profits. 

Charles Schwab benefited 
from a 10 per cent rise in trad¬ 
ing activity by individual 
investors compared with last 
year. It achieved net income in 
the second quarter of $4£m or 
17 cents a share compared with 
net income of 842m or 15 cents 
a share a year ago. 


discontinued 
operations of 08.7m, as against 
$14-8m, made the final net 
899.1m, or $2.58, against 
874.8m, or 81.73m. Revenues 

2.1 



Iberia set to win Argentine airline 


By Gary M ead in Buenos Aires 


IBERIA, the Spanish 
leading a consortium of Argen¬ 
tine private companies, looks 
certain to be awarded 85 per 
cent of Aerrifineas Argentinas. 


airline, following an nfflctai 
announcement late cm Monday 


meat programme worth $683m 
over the nest few years. 

Of the remaining 15 per cent 
of the airline, 30 per cent is due 
to he handed over to employees 
and the Argentine Government 
win retain a 5 par cent share; 


Iberia is to take an immediate 
af an offer in excess of govern- 20 per cent share- erf the priva- 

tised 85 per cent, with an 
option to increase that holding 
to 30 per cent 

The Argentine Government 
stipulated a minimum of 
$220m in cash and $L5bn in 
debt-equity swap 


Iberia and its p artn e r s have 
offered 8^60m in cssh, of which 
S130m is to be paid framed!- 
stdy and the remainder orer 
10 months, with interest 
p ha ros ? at Lfbor. 

In addition, a $2bn 
debtequity exchange is part of 
fixe deal, comprising SLSbn in 
Argentine debt paper plus a 
further $40Qm in m it<j a mtiing* 
interest an that debt. Iberia 
has also put forward an invest- 


Although the sale was des¬ 
erted to the final weeks by four 
other airlines — Alitalia, 
American, KLM and Vang - Mr 
Roberto Dromi, Minister of 
Public Works, said last week 


that if the Iberia group met the 
basic requirements then the 
sale would go a head. 

President Carlos Menem is 
now due to sign a decree for¬ 
malising the deal; a reversal at 
thi« late stage is not expected. 

Aerolineas 1 privatisation has 
been dogged by controversy, 
am? the arguments promise to 
continue in the next few 
months as the sale takes place. 

Mr Dromi has bear strongly 
criticised from all sides of the 
political arena for allegedly 
ipighandlin g the sale and 
bringing abend a reduced level 
of competition for the privati- 
gatfan. 

M or e o ver, there is a certain 
irony in the privatisation since 
Iberia itself is a state-owned 
company. A further doubt con¬ 


cerns the lack of deregulation 
in the privatisation. 

Caelos del Sur, I beria’ s lead¬ 
ing foc al partner, controls Aus¬ 
tral, the largest private domes¬ 
tic carrier. 

Industrial analysts believe 
that Austral is to serious finan¬ 
cial difficulties, having itself 
been privatised in 1987. 
Together, Aerolineas and At®- 
tral wiR now exercise a virtual 
monopoly over domestic 
routes. . 

Four of the six air. industry 
trades onions have already 
announced their objections to 
the sale to Iberia. The pilots, 
navigators,. technicians and 
senior manag ement unions 
have threatened, as afirst stag 


a 24-hour strike once the sale 


European sales boost Coca Cola 


By Martin Dickson in New York 


Upjohn 
unveils 21% 


Sharp advance by Wells Fargo 


“We are pleased with our 
continuing solid performance 
which reflects the benefits of 
oar profit improvement plan 
and continued st ro n g mark* 
conditions in industrial 
syste ms and commercial flight 


By Alan Friedman in New York 


WELLS FARGO, the California 
commercial bank which is the 
nation’s 11th biggest bank 
holding company, yesterday 
unveiled impressive second- 
quarter earnings and 
announced plans to spend 
8492m to acquire a 130-branch 
California retail banking net¬ 
work from Great American, a 
troubled savings bank. 

The acquisition of branches 
is of crucial strategic impor¬ 
tance to Wells Fargo, which 
yesterday unveiled a 58 per 
cent jump in seco nd quarter 
net income to 8232.4m. 

The result, which translates 
into a 64 per cent rise in earn¬ 
ings per share to $4.40 from 
82.68, was boosted by a one¬ 
time $116£m pre-tax gain fol¬ 
lowing the establishment of an 
investment advice joint ven¬ 
ture with Japan’s Nikko Secu¬ 
rities. 

Wells Fargo's strategic goal 
is to improve its position in the 
state of California, where it 
already has nearly 500 


branches. This compares with 
Bank of America's 850 
branches. 

Great American's network 
comes with a S6.4bn deposit 
base and $5.9bn of assets, none 
of which are non-performing 
loans. 

The San Francisco-based 
Wells Fargo has been seeking 
in particular to strengthen its 
position in Southern Calif¬ 
ornia. Some 64 of the Great 
American branches being 
acquired are in San Diego 
county alone, and a total of 92 
are in the Southern part of the 
state including the prospe rou s 
Orange county. 

The Wells Fargo deal comes 
in the wake of four smaller 
acquisitions over the past 12 
months. The bank's growth- 
by-acquisition strategy also 
saw the purchase in 1986 of 
Crocker National from 
Britain's Midland Bank and a 
year later the acquisition of 
the Barclays retail bank in Cal¬ 
ifornia. 


Great American, which has 
capital adequacy problems, is 
operating under a plan 
approved by the Office of 
Thrift Supervision. The plan 
calls for a 8350m capital infu¬ 
sion by year-end. 

With the extraordinary 
credit from the NIkka venture 
stripped ant of second-quarter 
earnings, Wells Fargo still 
managed an 11 per cent 
improvement on net profits, to 
$163,8m. 

The bgnk’s second-quarter 
loan losses were $75m, 
unchanged on the first quarter 
of 1990. Total non-performing 
loans at Wells Fargo are 
8880.9m, or 2 12 per cent of total 
loans. The bank’s total assets 
at the end of June were 
$SL7bn. 

• Great Western Financial, 
the Beverly Hills-based thrift 
that is one of the nation's 
larger institutions, yesterday 
reported a 51 per cent rise in 
second-quarter net income, to 
878.2m. 


Worldwide strength In 
industrial automation systems 
offset weakness in industrial 
cftHtpoBBSitSu Operating profit 
for the sector rose to $80JSm 
from tiff 1m in the quarter, on 
of 8414.6m, against 


STRONG 
in Europe helped power Coca- 
Cola, the US soft drinks manu¬ 
facturer, to an 18.6 per cent 
increase in second-quarter net 
income. 

The company said yes t erd a y 
that net income totalled 
$4Q9L9m in fixe second quarter 
on revenues of $2.74bn, com¬ 
pared wfth income of 83455m 

OU gates of fa flfrn to flip samo 

period of last year. However, 
earnings per share rose 245 per 


Mr Roberto Goszneta, chafr- 


from 

flight systems, military avion¬ 
ics s 

ated op eratin g pro fits of $52m 
against 829m, despite a slip in 


in our US bo ttle and can busi¬ 
ness, continued strong volume 
growth internationally, cost 
containment and improved 


He saM the compa n y's battier 
system around the world was 
poised for continued acceler¬ 
ated growth in the balance of 
fixe year and its investment in 
bottling joint ventures and in 
building proprietary soft drinks 
infrastructures in developing 
markets was now producing 
consistently attractive returns 
and “support our bottom line 
performance expectations for 
the rest of this year and 
beyond." 

“Overall,” he added, “our 
worldwide business is now 
enjoying the accelerating 
momentum which has been 
budding up over the past sev- 


Operating profits from 
building controls fell to 
841.9m from $42J$nu The 


gghw gnd portion ns well far 
the second half of this year and 
into 1991.* 


Worldwi de gal lon sales of soft 
concentrates and syrups 
increased 6 per cent in the 
quarter gftrf flig first bal£ on 
top of a 9 per cent gain in the 
first half of 1989. 


Outside the US, gallon sales 
advanced 8 per cent in the 
quarter and first halt with a 14 
per cent rise in the European 
Community- The EC rise ws 
led by Spain, with a 42 per cent 
increase, partly as a result of 

hnftlar wirontray aoraiTTmlatton, 

while the UK rase 20 per cent 
and Benelux by 17 per cent. 
Retail case sales internationally 
rose 5 per cent in the quarter 
and 7 per cent in the first halt 

In fine US, bottle and can 
retail case sales rose 3 per cent 
in the quarter, while fountain 
gallon sales were in line with 
the previous year, flatten sales 
in the US rose 1 per cent, as 
slower restaurant industry traf¬ 
fic hit fountain volume trends. 

For the first half, net income 
totalled 8696m, up 14 J& per cent, 
while naminga per share were 
20 per cent ahead at $1.02, 


growth 


By Karen Zagor 
in New York 


weakness of US housing con¬ 
struction led to a downturn in 1 w Tfe * j _ 1 

Corona buys more Prime stock 

foreign markets for building 
controls strengthened. 


By Bernard Simon in Toronto 


tog discontinued operations, 
were $18&2m, or $44*7 a share, 
against $137.7m, or $3.19. Rev- 
ea nxe s woe up 43 per cent at 


Surprise plunge at Utd Telecom 


Pennzoil plans 
to raise stake 
in Chevron 


CORONA Corp has won the 
latest round in the ding-dong 
battle for control of British 
Columbia's Eskay Creek gold 
deposit by acquiring another 
block of shares in Prime 
Resources, one of two compa¬ 
nies which share control of the 


Roderick Oram in New York 


By Alan Friedman 
in New York 


UNITED Telecommunications 
surprised Wall Street yesterday 
with a 50 per cent drop in prof¬ 
its following renewed problems 
with its US Sprint subsidiary, 
the third largest US long dis¬ 
tance network. 

Net profits for the second 
quarter ended June plunged to 
540.6m, or 18 cents a share - 
about one-third of the level 
forecast by analysts - from 
890.5m, or 43 ce n t s , a year ear¬ 
lier. Its stock price dropped $6% 
to 832 yesterday morning in 
heavy trading. Revenues were 
$2JJ7bn against $L85bn. 

The damage was done by 
872m in extraordinary charges, 
equal to 18 cents a share after¬ 
tax, relating to Sprint They 
covered a reserve for workforce 
red u ctio n costs, a write-off of 
non-productive assets and 
accruals of some non-recurring 
contingencies. 


to addition. Sprint feQ short 
of its revenue goals particularly 
among small scale subscribers 
with sales rising to S1.24bn 
from $1.04bn. Expenses grew 
faster than revenues to $L2Sbn 
from 89853m, resulting in an 
operating loss for Sprint of 
842m against a profit cf $53m a 
year earlier. 

Mr William Esry, United 
Telecom’s chairman, said 
Sprint was refocusing its sales 
efforts. The company has post¬ 
poned buying the re maining 
199 per cent of Sprint owned by 
GTE, the largest US indepen¬ 
dent phone company, until 
Sprint’s health im p rov e s. 

Sprint’s problems are a blow 
to United Telecom which has 
worked hard to tumround the 
network. Third to dis¬ 

tance telephones after AT&T 
and MCI Communications, it 
bad run up large losses in its 


troubled history before taking a 
sharp turn for the better over 
the past couple of years. 

In contrast, United Telecom’s 
local telephone services 
reported operating profits of 
8174.6m on revenues of $6S4J2m 
to the quarter against 8158.4m 
on 8658.3m a year earlier. 

• Meanwhile, GTE turned to 
second quarter net profits of 
8364m, or 5 4 cents a share, 
against 8328m, or 49 cents, a 
year earlier. Revenues rose to 
$4J6bn from $43hn. 

Telephone operating profits 
were up 7 per cent at $729m on 
revenues ahead 3 per cent at 
$32hn. frofite from telecommu¬ 
nications products and services, 
including its ha r gB nu ing cellu¬ 
lar business, rose to ssszn from 
$31m an a 23 per cent rise in 
revenues to 8819m. Gellular cus¬ 
tomers increased by 63,000 to 
382,000 


PENNZOIL. the Houston-baaed 
oil company that sued Texaco 
into bankruptcy more than 
two years ago, has said it 
plans to spend up to 8291m 
to raise its stake in Chevron, 
the big ener gy group, from 8A 
per cent to just below 10 per 


Mr Murray Pezim, the flam¬ 
boyant Vancouver mining pro¬ 
moter, and two partner s have 
agreed to sell 5.6m Prime 
shares to Corona at a price of 
one Corona class A share pins 
C$1 cash for each Prime share. 

In addition. Prime will trans¬ 
fer to a wholly-owned subsid¬ 
iary a 3 per cent stake in Sti- 
fcine Resources, which owns 


the other 50 per cent of Eskay 
Creek. Prime wQl direct how 
the shares are voted. 

Another significant gtemgn* 
to the Pezim/Corona agree¬ 
ment is that Mr Pezim will 
sever his long-standing and 
sometimes stormy ties with 
Prime and Corona, including 
his seat on the two companies’ 
boards and bis honorary chair¬ 
manship of Corona. 

Mr Pezim will, however, 
retain control over Prime's 
interests in several exploration 
properties which w£Q be span 
off into a separate company,'to 
be known as Prime Equities. 

Corona also said that it had 
completed the previously 


announced acquisition of 3m 
Prime shares from Mr Jim Pat- 
tison, a Vancouver entrepre¬ 
neur, and has negotiated 
right of first refosal on ws 
rants to purchase another mil¬ 
lion Prune shares and the ri] 

of first refcsal and a voting 
trust over 858^00 Prime com¬ 
mon shares. 

Once these deals are com¬ 
pleted, Corona will have , a 44 
per cent stake in Prime and 
wifi directly and indirectly con¬ 
tra! 45 per cent of Stikine. 
Corona also- hat a flonsoltbuc 
relationship with a Toronto 
investment management firm 
which controls another 3 
cent cf Stikine. 


UPJOHN, the US 
pharmaceutical and health 
care company, yesterday 
reported a 21 per cent jump in 
second-quarter net income to 
$ 114 . fin from $9AGm on sales 
which grew 11 per cent .to 
8804.7m from 8727.7m a year 
earlier. Earnings per share 
grew 18 percent to 60 costs on 
a folly dfiutsd hasis from 51 
cents in the 198) quarter. 

The company, which has 
been, moving away from its 
industrialchemical operations, 
said earning* to the 3S9Q quar¬ 
ter included extraordinary pre¬ 
tax gains of $28m or 10 cents a 
share compared with one-time 
pretax gains of 816m or 6 eeatis 
a share in the second quarter 
of 1989. 

Uptfohn’s results were in line 
with expectations on Wall 
Street,.and shares in the com¬ 
pany were unchanged at 842ft 
at mid-day yesterday on the 
New Yak Stock Brrirarqp. 

Mr Theodore ; -Gboi 
Pp john’s chairman and 
executive,-said strong 
ceutical sales to the 
Europe led to the ^owth in the 
quarter. He also atirftRftedfbe 
company’s improved operating 
margins to cost-control mea¬ 
sures which were started in 
1969. ‘ 

For the first six months,' 
Upjohn’s net income grew 15 
per cent to against 

8197.6m oh /sales which 
adymmed 7 pte pent to $L5SSU 
from 1 $L47fra i' year earlier. 
Earnings per share on a fully 
diluted basis increased 12 per 1 
cent to $119 from $L06. 




NCR optimistic after advance 


The Pennzoil plan, disclosed 
in a filing with the Securities 
& Exchange Commission 
(SEC), is bound to irritate 
the much larger Chevron, 
which last year brought 
suit against the Texas oil can- 
ara after Pennzoil’s initial 
purchase of the 83 per cent 


By Roderick Oram in New York 


Significantly, the Pennzoil 
plan would lift the company’s 
Chevron stake to just short of 
the level - 10 per cent - 
needed to trigger Chevron’s 
poison pill anti-takeover 


NCR, the maker of computers 
for mainly the financial and 
retailing sectors, has reported 
higher second-quarter results 
and remains optimistic about 
farther growth, thanks to 
increased foreign orders mak¬ 
ing up for a fall in orders at 
home. 

Net profits for the three 
months ended June rose to 
or $L66 a share, from 


8110m, or $1.42, a year earlier. 

Revenues edged ahead to 
$L6bn from $L53bn. Reflecting 
a weaker first quarter, half- 
year net profits slipped to 
8167m, or $238 a share, from 
8171m, or 82.17, on revenues of 
$237bn against $2.7Sbn. 

Worldwide orders set a 
record in the second quarter 
thanks to the positive rffect of 
a weakening dollar. In local 


currency terms, orders were 
fiat against year-eariier levels. 
Demand remained brisk, in 
particular for NCR’s bank 
automation systems and its 
Tower family of super-micro¬ 
computers. 

Despite the softness of US 
orders, the company said it 
still hoped to achieve single 


Demand 
lifts Intel 
to record 


By Louisa Keftoe 

In San Francisco 


growth in reve nu es and 
net income for foe fan year. 


U.S. $600,000,000 



Banque Nationale de Paris 

Partly Paid Registered 
Floating Rate Notes Due 1995 


Interest Rate 
Aggregate Rate 
Interest Period 


Interest Amount per 
U.S. $250,000 Note due 
18th January 1981 


8.30% per annum 

1.425% per annum 

18th July 1990 
18th January 1991 


US. $10,925.00 


Credit Suisse First Boston 
Agent Bank 


-$£t 


Nationwide 
Anglia 


£100,000,000 
Floating rate notes 
due 1998 

(Issued by Anglia Building 
Society) 


Notice is hereby given that 
the notes will bear interest 
at l&A% per annum from 
17My 1390 to 17 October 1990. 
Interest payable on 17 October 
1990 tom amount ro SI90.62per 
SS.000note andS9.530.82per 
3250,000note. 


Agent: Morgan Guaranty 
Trust Company 


JPMoi^gan 


IRELAND 


U.S.$50,000,000 
Floating Rate Notes due 
July 1992 

In accordance with the ptovn l ooa 
of the Notes, notice is hereby giro 
that for the six months interest 
period from lSth July, 1990 to 18th 
January, 1991 the Notes wiH carry 
an interest rate of per cent per 
amnm The idevani Interest 
Payment Date will be 13 th January; 
1991 and the Coupon Amount per 
$500,000 wiH be S21.7ZL22. 


Ranh of Tokyo 
International Limited 
Reference Agent 


MELLON BANK COHPOttHKMf 
IB88D0yMMM9 

FLOUfflNC WEB NOTH DOE vm 

Notice is hereof giro that for the 
interest poM fare 17 Job' 1990 to 
17 Octote 1800 the notes mB cany an 
interest rate cT&45ft per arena. 


Agent Bank 


Parretti makes MGM payment 


INTEL, fixe US semiconductor 
manufacturer, yesterday 
reported record sales and pmi- 
its for its second fiscal quarter 
because of strong for 

its 32-bit micro p rocessors and 
related personal computer 


By Alan Friedman 


Issue of up to 

£ 250 , 000,000 

Floating Rate Notes 2000 




NATIONAL 

Abbey National Treasury Services pic 


of which £150JXKMX)0 Is being Issued as the Initial Tranche 


In accordance with the provisions of the Notes, notice is hereby 
given, that for the interest Period from July 17,1990 to October 17, 
1990 the Notes wiH cany an Interest Rate of 15% per annum. The 
interest payable on the relevant payment date, October 17, 1990 
against Coupon No. 19 win be £378.08. 


MR GIANCARLO Parretti, the 
controversial Italian financier 
who still r-iaimg fre will come 
up with S1.3bn to acquire 
MGM/UA, the Hollywood stu¬ 
dio - even though be has lost 
3650m Of harking- from Thne 
Warner — yesterday wrote a 
853m cheque to MGM as part of 
the deal- 

The payment fay Mr Parret- 
ti’s Paths Communications will 
be pooled together with 8200m 
of previous deposits chan¬ 


nelled to MGM/UA sharaf i nld - 
ers as a $4 per share payout on 
Friday. 

The $4 payout, under PafhS’s 
amended MGM/UA deal , is an 
interim payment to sharehold¬ 
ers who will keep the money 
even if the deal collapses. The 
remaining 817.50 per share is to 
be paid by October, when 
Pathe’s extended tender dead¬ 
line expires. 

Arbitrageurs, analysts and a 
of Hollywood money 


men were y e s ter day befuddled 
at Pathe’s self-proclaimed con¬ 
fidence. Time Warner is no lon¬ 
ger going to supply a crucial 
$650m loan to grrhangp for dis¬ 
tribution rights to the United 
Artists library. 

Time Warner is s uin g 
Pat he for flflflm Of 
alleging breach of contract and 
toubtedealing by Mr Parretti. 
Pathe, in turn, last week 
lodged a suit against Time 
Warner for 8500m of 


By: The Chase Manhattan Bank, N JL 
London, Agent Bank 

July 18 ,1990 
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American Cyanamid edges higher 


By Karen Zagor In New York 


£150,000,000 

MR MORTGAGE MOTES 5 PLC 


caassA 


Notes dire July 208Q 

Far the interest Period from 
July 16,1990 to October 16,1980 

he Note Rate has been deter¬ 
mined at 15275% per annum. 
The Merest payable on the 
retewtt Merest payment date. 
October 16.1990 wi£be£3.8S0-14 
per £100,000nominal amount 

By: The Cbau Mtu Alton Bmlr.lLA. 


July 1A1980 


£7,500,000 

HMC MORTGAGE NOTES 5 PLC 


AMERICAN Cyanamid, the US 
biotechnology and chemicals 
company, yesterday reported a 
modest improvement in net 
pro fit s and sales for the 1990 
second quarter. 

For the three months ended 
June 30, Cyanamid had net 
income of $111.4 or 81.16 a 
share, up 4 per cent from 
8107.1m or $1.15 a year earlier. 
Sales grew 6 per cent to 
gXJQbn from $1.16bn a year 


ago. The results were slightly 
lower than some analysts had 
forecast, and shares In 
Cyanamid slipped %*A to $59ft 
at midsession yesterday an the 
New York Stock Exchange. 

For the first six months, 
Cyanamid’s net earnings 
advanced 5 per omit to $2Q22m 
or 82.11 a share from $192. Lm 
or $2.06 in 1389. Sales increased 
by 5 per cent to $2^8bn from 
$2£6bn. 


The Maine-based company 
said its results for the 1990 
quarter included a number of 
one-time items which induced 
by about 8 cents a 


in addition, the company’s 
majority stake in the 
Group, which is being sold, 
co ntri b ut ed 3 ce nt s a share to 
earnings in the 1990 second 

quarter and 10 cents a share a 
year in 1989. 


Revenues for the quarter 
ending June 30 were $9GBm, op 
30 per cent from 8747m a year 
age. Net income was 8171m, a 
72 per cent increase from $99m 
for the second quarter of 1989. 
Earnings per share grew to 84 
cents from 53 cents a year ago. 

Revenue for the first half cf 
1990 was $L9bn, up 28 per rent 
from $1.51ra for the relevant 
period in 1989. Net income 
“creased 60 per cent to 8324m 
from 8196m. a year ago. Earn- 
togs per share were $L57, dp 
from $1.05 per share for tits 
first half Of 1999.'. ' “ ’ 7™. 

Mr Andrew S. Grove, presi¬ 
dent and chief executive offi¬ 
cer, said demand was strong 
worldwide, particularly for 
components such as 32-lfit 
micr oprocessors: highdensitv 
EFROMs and microcontrollers. 

Mr Grove said that meeting 
dema nd for the popular 32hit. 


Intel’s chief task at present, 
^nit shipments of are family 

8 «*od quarter 

doubled compared with lkst 

year's second quarter,” he said. 

‘^bhfilp meet this demand, 
we recently announced rlmiff 
to keep our Livermore, Calif- 
onua plant open another year 
wMe we continue to rams pro. 
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Mortgage Backed Floating Rate 
Note* due July 2030 

Far he Interest Period from 
■Wy 16.1990 to October 16.1990 
tire Note Rate has been deter¬ 
mined at 16% per annum. 
The interest payable on the 
retevam interest payment date. 
October 18 ,1000 will be C4.D3Z88 
per £ 100,000 nominal amount 

By: The Chen ManbaBaa Baric, NJL 
London, Agent Bank 
July 18 .1990 


Southland bondholders agree restructunna 

By Karen Zagor in New York * 





SOUTHLAND, the highly 
leveraged parent company of 
the 7-Eleven convenience 
stores group, which has been 
on the brink of filing for bank¬ 
ruptcy protection for several 
months, has reached a 
restructuring agreement with 
its bondholders’ steering com¬ 
mittee and Japanese investors 
which may help the company 
avoid the bankruptcy court. 

The Dallas-based company, 
which was taken private in 
1967 by the Thompson family. 


its founders, in a $4J9bn lever 
aged buy-out, has been trying 
to restructure SlAbn of pub¬ 
licly traded bonds since March. 

Under the terms of the latest 
agreement, Southland’s inter¬ 
national licensee, Seven-Eleven 
Japan, and its parent Ito-Yo- 
kado, will pump 8430m in new 
equity into Southland’s bal¬ 
ance sheet to exchange for 70 
per cent of new Southland 
common stock. 

3h addition, the.company’s 
bondholders will receive about 


25 per cent of Southland stock. 
The Thompson family end 
Thompson-controlled 

will be left with less than 5 tier 
cent of the remaining 

Bondholders had balked at 
an earber plan, which offered 
^ ^ equity stake 

family 

«®sct»wy in control of 15 p» 


AHfrou|jh the exdumge ofiGsc' 


Sou thland said the revised 

terms had the support of hold- 
era of more than 7D per cent of 

its senior reset notes. 


„ . _ approved by 96 per 

,ckssl of 7 -South-: 
||qcIe tKmdfaoldera, it is posst 

wsutaMBt to be V... 

_gouttiiMd,>id^ ;;•* 

Cii jce a $6%n interest payment , 

S?[1 -Wstafl ay said, If- 

would not m ake a radnetfon iri 

bufcopi bank 

revolver due yeeterriay. ^ V 

Southland sahTthe LBO 
Jaatew^B^awareafte ofthe 
dedstan and UttfeBrtoadlt - 
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Quarter ended I 


31.05.90 

3103.90 

Ore m«Bed. cons (000) 

163 

172 

Yield: grams per ton 

3.2 

2.9 

Capital experience (ROOO) . 

13 145 

7073 

Reel metres sampled 

723 

843 

Average reef width, cm 

51,0 

2*5 

Centimetre-grams per Ion 

714 

601 
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INTERNATIONAL CAPITAL MARKETS 


People’s Republic of Angola 


A 


U.S. $40,000,000 

Twenty Seven Month Crude Oil Pre-Finance Facility 

■ 

Guaranteed by 

Banco Nacional de Angola 


Arranged by 

Union Bank of Switzerland 

London Branch 


Provided by 

Bayerische Hypotheken- und Wechsel-Bank 

AktiengeseUschaft 
London Branch 

Banco Totta e Acores 

New York 

The Bank of Kuwait and the Middle East K.S.C 


The Golf Bank K.S.C 


Union Bank of Switzerland 

London Branch 


Creditanstalt Bankverein 
London Branch 

Banco Espanol de Credito, S. A. 
(BANESTO) 


Agent 

Union Bank of Switzerland 

London Branch 


In conjunction with 


( 

RP) 

V 

or j 


BP FINANCE 
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Dear Shareholder, 

Lyonnaise des Eaux-Dumez: bringing a new dimension to your group. 

At its July ll t 1990 meeting, your Board of Directors decided to take a major step,forward m the develop¬ 
ment of the Lyonnaise des Eaux group by approving the principle of a merger with Dttmez SA. 

Tbe merger teiS be conducted by Lyonnaise des Eaux.Dumez shareholders will be offered 4 Lyonnaise des 
Eaitx shares for 3 Dttmez stares. 

Tbe merger bos been worked out witbtbejuB agreement of tbe management and leading shareholders of 
Dumez Our group has bad a long co-operative relationship 2 Citb Dumez Tbe new company tciU be called 
‘lyonnaise des Eaux-Dumez f. 

Dumez: a world construction industry leader. 

Tbe consotidoted1989sates oftbe Dumez grotip in France and around tbe world reached 27 billion French 
francs (excluding GTM Entrepose and CFE). Dumez is mainly active in civil engineering, construction, 
building materials distribution, real estate and local government services. Its net 1989 income 
attributable to shareholders reached 566 million flench francs and on December 31, 1989, 
its consolidated sbarebolders'equity stood at 5.6 bilHon French francs. Dumez, tike your own company, 
is more than one hundred years old and eryoys a worldwide reputation for tbe outstanding quality 
of its work. 

Lyonnaise des Eaux-Dumez : complementary activities and a common corporate 
culture at work £or a leading European group doing business worldwide. 

The last three years have seen tbe international expansion of your group, highlighting growth in North 
America, Europe and tbe Asian Pacific region. Our international activity shouts our competitiveness and 
is tbe key to our future growth. Our contracts with major public and private clients throughout tbe world 
prove that there is a strong demand for complete solutions integrating tbe design, construction and 
management of facilities. Our encounters with tbe international competition on world markets prove 
that we must satisfy this demand for complete and complementary services to ensure our international 
development 

Dumez is tbe obvious choice of partnerforyomgroup in this international context. Our experience of joint 
operations with Dumez has shown that our ideas and corporate culture are aligned with theirs in tbe 
priority gjven to high technical qualify, an international outlook, profitability, cohesive teamwork, and 
respect and service for tbe public. 

Lyonnaise des Eaux-Dumez: Joining forces Ear continued steady growth. 

Tbe new group's 1990 business volume trill be 82 bititon Drench francs (including G7M Entrepose and 
CFE). Construction and civil engineering will accountfor 44.6%, environmental managementfor263 96, 
distribution of electrical and sanitation equipment for 2196 and other activities will make up tbe 
remaining 8.1 %. 

Tbe new combination cfcomplementary activities will be a key to your group's growth strategy based on 

smiir^pubUc and privm institutions the world. Tbe year 1990 will be a milestone in ibis quest. 

Tbe excellentprospectsfor tbe currentyear are even brighter as a result of tbe merger, which will become 
effective this year. Tbe equivalence of exchange chosen will lead to a 16% increase in netincomeper share, 
towbicbvritibe added thereto oftncome&owibin 1990. Tbe total restated income per share sboidd rise 
by more titan 25% in 1990. 

We wiU be calling an Extraordinary Shareholders' Meeting in tbe coming weeks to submit this merger 
for your approval « 


w. - 
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Treasuries cling to narrow Sdwnoa 
range as trade gap widens - 

By Janet Bush in New York and Tracy Corrigan in London 
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US TREASUBY bonds 
continued to trade in a narrow 
range yesterday, showing no 
reaction, to a clutch, of eco¬ 
nomic figures. 

In late trading, short-dated 
maturities were up to £ point 
lower while the Treasury's 
benchmark long bond was 
qnoted & point higher for a 
yield of S.45 per cent. 

The US merchandise trade 


mar 


WENT 


deficit widened to SV.73bn in 
May from a revised $7-31bn in 
April, which was in line with 
economists' forecasts and had 
little effect on bond prices. 

Industrial production rose 
0.4 per cent in June compared 
with a gain of 0.6 per cent in 
May, and industry's capacity 
usage rate was up 0.2 per cent 
at 83-5 per cent in June. May’s 
industry operating rate was 
revised to S&3 per cent from 
83.6 per cent previously 
reported. 

Although the industrial pro¬ 
duction and capacity utilisa¬ 
tion figures were somewhat 
stronger than the market had 
anticipated, there was very lit¬ 
tle response. 

The bond market apparently 
derived little benefit from a 
sharp fall in crude oil futures 
in the morning. August crude 
oil futures were quoted in late 
morning trading at S 18.33 a 
barrel 34 cents down on Mon¬ 
day's dose. 

This week's stagnation in 
bond prices comes after Fri¬ 
day's lowering of the US Fed¬ 
eral Reserve’s target for Fed¬ 
eral Funds to 8 per cent - 
their level yesterday morning 
- from 814 per cent for most of 
this year. 

Mr Alan Greenspan, Fed 
chairman, took the unusual 
step on Thursday of telling the 
markets that he was about to 
ease policy. Now the market is 
eagerly awaiting his half- 
yearly Humphrey-Hawkins tes¬ 
timony on monetary policy 
before the Senate Backing 
Committee today for any 
insights into the thinking 
behind the easing in credit con¬ 
ditions. 

■ In London, gilt prices slid ?• 
point, retracing Monday's 


gains, when June's Public Sec¬ 
tor Borrowing Requirement 
came in at £2.6bn, substan¬ 
tially above market expecta¬ 
tions of around £2bn. 

“The number suggests the 
budget surplus which the Gov¬ 
ernment enjoyed over the last 
three years is evaporating rap¬ 
idly.” said Mr Neil MacKinnon, 
chief economist at Yamatchi 
International. For the gilts 
market, this means that “the 
Government's buy-in pro¬ 
gramme is coming to an end" 
and fresh issuance will resume, 
perhaps by the end of the year. 

This could deter fresh over¬ 
seas investment, as the cur¬ 
rency is considered to be at or 
near its highs, and high infla¬ 
tion is wiping out real interest 
rates. 

Nevertheless, sterling's 
entry, perhaps imminently, 
into the Exchange Rate Mecha¬ 
nism of the European Mone¬ 
tary System is still M a story 
well told” says Peter Bassett, 
an international bond sales¬ 
man at James CapeL 

"Very few investors want to 
sell into this market,” he said. 

The 10-year gilt future con¬ 
tract on the London Interna¬ 
tional Futures Exchange fell 
through a support level at £ to 
end at 6L26. 

m German bond prices were 
also hit by a shift in sentiment. 
Analysts said that fears of a 
supply overhang, with new 
Bund Unity bond issues 
due shortly, were depressing 
the market, and there was 
some profit-taking. 

The 10 -year Bund future con¬ 


tract on Lifie dropped below 
the % level to 84.67, 

The French franc gained 
ground against the D-Mark, 

when French Finance ’Mtnlgtw 
Pierre Berdgovoy claimed a 
place for the franc In the hard 
core of four currencies that he 
said would set the pace for 
European monetary union. The 
insistence on a strong franc is 
perceived as crucial to the Gov¬ 
ernment's anti-inflationary 
stance. 

The French bond market 
was little changed, outperform¬ 
ing the declining German bond 
marfcc* having lagged behind 
gains there on Monday. Conse¬ 
quently, the spread between 
the two markets narrowed by a 
few basis points to 112 basis 
points. 

■ Prices fell a touch again in 
the Japanese bond market, due 
to a slight riming of 
shortterm rates, as the bond 
market continues to underper¬ 
form the currency market. 

The no. 119 benchmark JGB 
yield moved further towards 
the upper end of its current 
trading range cf 7.1 per cent to 
7.3 per cent, but the currency 
appears to be retaining its 
gafna against the dollar. 

• To kyo Stock Exchange 
(TSE) is to establish a Euro¬ 
pean research office in London 
from Monday, R eute r reports 
from Tokyo. The TSE opened a 
New York research office in 
1986. “As the TSE has grown so 
large, it has to act accept its 
global responsibilities," said 
Mr Nagaoka, president of the 
TSE. 


warrants 

By Tracy Corrigan 
SALOMON Brothers 
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between FM25,000 > and 
FM26,000. The strike-price is 
FM 103,1154& approximately S 
per cent out of- the money. Hie 
value of the basket is about 
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The American-style war 
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Mexico, picks 
first banks for 
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Promex, Banoro, Based del 
Centro and Banco Mercantn 
del Norte. All four axe safd to 
have siteong baimtee sheete. 
Banca Frames; is- the most 
profitable of all the 18 com- 
tonfcs whldi the Gov* 
ament wiU evmrtnaJly pat 
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NISSAN ACCEPT CORP 91/491. 

OLYMPIA & YORK 81/4 96_ 

OffTAMQ HYDRO 115/S 94 _ 
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shown the most Interest in 
taking a stake in Mexico's 
state banks, which are 66 per 
cent controlled by the Govern- 


Contrary to previous indica¬ 
tions, the Government's 
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Akbank plans 
listing for 
■5% of capital 

By Jim Bodgemr 

In Ankara 

AKBANK, Turkey's 
retail bank, plans to sell s r 
cent of Its TU^OOObn {$3M 
capital via a pdhlle fiotafi 
on the Istanbul' Sto 
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COUNCIL EUROPE <3^498_ 

EEC 51/2 00- 

EB53/4M- 

FINLAND 53/8 95- 

JAPAN DEV BK 51/294_ 

MOUNT ISA FINANCE 53/4 94_ 

HEW2EALAHD47n99_ 

MLLV PECK INTL FIN b 1/4 % 
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Midland Bank to 


.J'aiits shut US primary 
S&X bond dealership 
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MIDLAND BANK to to abut 
down its New York-baaed US 
government securities dealer' 
ship. M i d la nd Moirtagn Securi¬ 
ties, m part of a restructuring 
wWck wffl Involve the toes q( 
MOJofr*. 

Tbt ma mou tm A cage as 
something of a surprise 
because the operation had 
recently been transformed 
from a loss-maker into a profit¬ 
able business. Midland, how¬ 
ever, has decided It should 
focus Its US op era tions mess' 
closely on activities which It 
considers to be of strategic 
importance: crotebonfer corpo¬ 
rate and investment banking, 
treasury and foreign exchange. 

Midland’s capital-position 
has also recently come under 
renewed pressure, and the 
bank has been disposing of sur¬ 
plus businesses. But it has not 
been possible to find a buyer 
for the MMSX because of huge 
overcapacity in the market 

Midland said yesterday that 
the operation, while profitable, 
was one of the smaller players 
in the highly competitive US 
government securities market. 

Its market share was 1.5-2 
per cent. 

Midland first acquired the 
business through: Crocker 
National Bank, the California 
Bank which It bought In 1980. 
and was subsequently forced to 
son alter pDing up huge tosses. 
Midland kept Crocker's Trea¬ 
sury bond dealing business in 


business In 


order to preserve a presence in 
the US securities market. 

There are no plans to trans- 
. for any of the. business or 
employees to the Marine Mid¬ 
land fb mk , the US subsidiary 
of the Hongkong and Shanghai 
Bank, which is also a Treasury 
dealer. 

However. U is thought possi¬ 
ble that Midland may seek a 
co-operation agreement with 
Karine Midland. The Hong¬ 
kong Bank owns 14.9 per cent 
of Mid l and , and the two have 
been rationalising their 
operations worldwide. 

The JlOQrn capital released 
by the close of the dealership 
will be redeployed elsewhere in 

the Midland group. The closure 
will leave Midland with 188 
people in the US. 

Midland's retreat is the lat¬ 
est by several foreign bonks 
from the US treasury market 
NatWest, Lloyds and Westpae 
have quit recently. Of UK 
banks, only Barclays and S. G. 
Warburg remain. 

• Midland Bank and Bong- 
kong and Shanghai Bank have 
linked their electronic hanking 
and cash management systems 
in 28 countries. This will 
enable, customers of both 
banks to receive balance infor¬ 
mation and to make payments 
and transfers over accounts 
held at either bank. 

The banks said the link was 
part of their continuing busi¬ 
ness co-operation. 


Taiwan brokers probed 


TAIWAN’S investigative 
authorities are stepping up 
checks on local brokerage 
houses in search of illegal 
operations, Reuter reports 
from Taipei. 

An official at the Taiwan 
Stock Exchange said the 
tighter checks came as a result 
of the financial troubles of two 
brokers in the past week. 

Ten Jen Securities, one of 
Taiwan’s top tan brokers, was 
ordered on Monday to stop 
trading after It failed to explain 
losses of NT$540m. Last week, 
Chao Cheun Securities closed 
after defaulting bn settlement 
of NTS600ni. 


"The purpose of the checks 
to to prevent brokers from 
operating illegally." the official 


The financial troubles of 
both brokers followed recent 
sharp foils on the local bourse. 
The weighted index closed at 
4,818 yesterday, compared 
with its February peak of 
22,495. 

• Baring SICE (Taiwan), part 
of the London-based Baring 
Securities group, has linked up 
with ProTeam Financial Man¬ 
agement and Consulting to sell 
overseas mutual funds to 
Taiwan investors, AP-DJ 
reports. 


Sovereign 
borrower 
for Spanish 
bond market 

By Tracy Corrigan 

THE KINGDOM of Denmark Is 
expected to become the first 
sovereign borrower to tap the 
Spanish bond market, follow¬ 
ing further deregulation by 
the Spanish Treasury. 

Although authorisation has 
not yet been granted officially, 
the move has already been 
agreed, according to a Spanish 
Treasury official, and the issue 
could emerge as soon as today. 

Spain’s bond market was 
first opened to non-Spanish 
borrowers in February 1987, 
with access limited to suprana¬ 
tional agencies. The first such 
“matador" bond was launched 
in May 1967, but the volume of 
deals did not become substan¬ 
tial until the following year. 

The advent of sovereign bor¬ 
rowers, expected for some 
time, Is part of the Treasure's 
liberalisation process. The 
next step will be to grant 
access to government-guaran¬ 
teed borrowers, according to 
the Treasury official, who 
expects this to be accom¬ 
plished in about a year's time. 

The size of Denmark’s debut 
issue has not yet been decided, 
according to an official at the 
Danish ministry of finance, 
but will probably be around 
PtalObn. The maturity Is also 
flexible. 

Denmark plans to swap the 
funds into D-Marks or Swiss 
francs, possibly via floating- 
rate dollars, if rates arc suffi¬ 
ciently attractive. The Issno 
will be underwritten by JP 
Morgan Espagna and Bancs to. 

Chrysler Credit 
CP downgraded 

DOMINION Bond Rating 
Service has downgraded 
Chrysler Credit Canada’s com¬ 
mercial paper to R-2 (high) 
from R-l (tow) and its senior 
term debt to BBB from A 
(low), Reuter reports from 
Toronto. 

Dominion’s reasons for the 
downgrading were the earn¬ 
ings decline at parent com¬ 
pany Chrysler Corporation of 
the US. In spite of cutting 
costs, Chrysler may have a 
tongh time surviving on its 
own over the next few years. 
Dominion said. 
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Japanese warrant deals run to big premiums 


By Andrew Freeman 

THE LATEST Japanese equity 
warrant issues traded at 7*^ 
and 7 point premiums to their 
Launch prices yesterday on the 
Eurobond market. In hectic 
business thereafter, deals 
emerged with pricing that 
prompted some syndicate man¬ 
agers to describe an old-fash¬ 
ioned shoot-out between under¬ 
writing houses. 

According to some partlci- 

INTERNATIONAL 
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pants, the success of the equity 
warrant deals in the period 
since the market was reopened 
earlier this month has raised 
the danger that renewed profit¬ 
ability would bring a return to 
the fierce price war of last 
year. 

Nomura International was 
the lead manager of the S250m 
four-year Issue for Selyu, one 
of Japan's leading supermarket 
chains. The deal carried a fixed 
4 *.4 per cent coupon in line 
with recent practice and traded 
strongly at 107Va bid. 

In Germany, Nomura Bank 
(Deutschland) brought a debut 
DMllOm deal with warrants for 
Inabata, a specialist chemicals 
company. In broad interest, the 
paper traded at 107 hid. The 
last Japanese equity-related 
deal in Germany was In Febru¬ 
ary, when coupons were 1% 
per cent. 

However, the main action 
yesterday was in the Eurodol¬ 
lar sector where two three-year 
maturity issues were launched. 
In mid-afternoon. Bankers 


Trust led a $ 250 m (inswapped 
deal for General Electric Capi¬ 
tal Corporation. Within an 
hour, Swiss Bank Corporation 
brought a fiSQm deal for itself. 

There was amazement at the 
price of the GECC bonds. A 
recent similar Issue for the bor¬ 
rower, Ironically syndicated by 
SBC, carried a 9 per cart cou¬ 
pon and was priced at 38 basis 
points over Treasuries. 

That deal was a blow-out, 
trading on hot demand from 
investors who appeared suc¬ 
cessfully to have called the 
peak in US interest rates. Yes¬ 
terday’s issue carried an 8 % 
per cent coupon and was 
priced to yield 31 % basis paints 
over Treasuries, indicative of a 
violent bidding competition for 
the mandate. 

Other houses claimed they 
had bid at much wider levels. 
One priced the bonds at 42 
basts points all-in to be reof¬ 


fered at 35 basis points over 
Treasuries. 

The indications were that 
Bankers Trust would have a 
difficult job placing the paper, 
relying on eventual retail inter¬ 
est over the next few weeks. 

However, a Bankers Trust 
official said the deal had been 
based on two main ideas. First, 
the group’s Zurich office was 
reporting very heavy riwnanri 
for short-dated dollar paper, 
demand which would not be 
filled by the SBC deal atone. 
Second, BTI was able to write 
one large ticket for a single 
account which wanted three- 
year assets, leaving well under 
half the issue to be syndicated. 

When the SBC deal emerged, 
offering a 9 per cent coupon 
and a more generous yield, 
traders said the GE deal would 
be deprived of crucial demand 
In the Swiss market 

SBC was quoting its issue at 


10035 hid, well inside fees and 
implying a spread over Trea¬ 
suries of around 2 0 ba sis 
points. BTI was unperturbed, 
quoting the GECC paper at less 
1% bid, a discount equivalent 
to full fees. 

Elsewhere, Merrill Lynch 
had a busy day. bringing two 
Australian dollar deals. An 
A$50Qm zero coupon issue for 
the New South Wales Treasury 
Corp had a fine reception from 
specialist investors and was 
doubled in size during syndica¬ 
tion. 

Launched with a price of 8(1 
per cent, the 20-year maturity 
bonds were sought after and at 
one paint traded above 9 per 
cent, before settling after the 
increase at 8% bid, well above 
full underwriting fees of 90 
basis points. 

An ASlOOm five-year deal for 
GECC (Canada), swapped into 
floating-rate Canadian dollars 


NEW INTERNATIONAL BOND ISSUES 
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according to traders, was 
judged as fairly priced for 
retail demand and was trading 
on fees at less 2 bid. 

Bankers Trust brought a 
C$l00m deal for Swedish 
Export Credit to an average 
reception. Talk that the bonds 
were tightly priced amid lack 
of demand was reflected in an 
unremarkable trading perfor¬ 
mance. 

It appeared the issue was 
swap-driven, with traders say¬ 
ing the proceeds had been 
swapped into floating-rate US 
dollars to achieve a funding 
rate of around 33 basis points 

below labor. 

A busy day on the Swiss for¬ 
eign bond market saw the suc¬ 
cessful launch of a SFr 200 m 
10 -year deal for the province of 
Saskatchewan by Credit Sui¬ 
sse. The bonds carried a 7 per 
cent coupon and were quoted 
at less 2 bid. Inside fees of 2 % 
percent 

Two Japanese convertibles 
attracted interest A SFrSlzn 
five-year d*?) for Daido Steel 
Sheet was brought by UBS 
with a fixed 5 per cent coupon 
and without a put option, the 
first Heal not to have a put 
since April last year when cou¬ 
pon levels were 1 % per cent 
The deal traded at a 2 point 
premium. Yamaichi Bank 
launched a SFrS5m deal for 
Saknrada, an iron works com¬ 
pany, to a fine reception. The 
bonds traded at 103 bid. 

In Germany, the DM350m 
deal for Ceskoslovenska 
Obchodni Banka, the Czech 
foreign trade bank, was trading 
at 100'4 bid, a gain of 40 pfen¬ 
nigs on the day. 


Stotler Group in trouble 


By Barbara Durr in Chicago 

STOTLER GROUP, one of the 
ten biggest futures brokerages 
in the US, has fallen out of line 
with the capital requirements 
of the exchange and the Com¬ 
modity F uture s Trading Com¬ 
mission (CFTO, the industry 
regulator. 

The company, whose chair¬ 
man is Karsten Mahlmann 
faces a deadline today for 
bringing its capital base into 
compliance. 

If it fails to comply, it will be 
allowed only to liquidate posi¬ 
tions and the CBOT may step 
in to transfer Stotler's cus¬ 
tomer accounts to other bro¬ 
kerages. 


Mr Thomas Egan, chief oper¬ 
ating officer of Stotler. said the 
company was seeking a capital 
infusion from an outside party 
and was already transferring 
customer accounts to other 
companies. 

Under CFTC rules, a broker¬ 
age must set aside cash or liq¬ 
uid assets the equivalent of 4 
per cent of segregated cus¬ 
tomer fu n d s . In addition, the 
CBOT restricts a brokerage’s 
activity when its capital foils 
below the equivalent of 7 per 
cent of customer fimds. 

Stotler shares on the Ameri¬ 
can Stock Exchange fell on 
Monday by $2£7. dosing at $5. 


Italy banker against 
industry shares link 

THE DIRECTOR general of the 
Bank of Italy, Mr Lamberto 
Dini, said he favoured a dear 
separation between commer- 
qfal hmte and industrial com- 
parties because shareholding 
finks between the two could 
create a “dangerous relation¬ 
ship,’’ Reuter reports from 


RETAILING 

The Financial Times proposes to publish this survey on: 

28th September 1990 

For a full editorial synopsis and advertisement details. 


Mr Dini, the second highest 
official at the central bank, 
made the comments at a con¬ 
ference sponsored by the con¬ 
federation of Kalian Industry, 
Confindustria. Hie Italian par¬ 
liament is discussing whether 
industrial companies should be 
able to own ocuitroQing stakes 
in banks as part of broader 
anti-trust legislation. 
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RISES AND FALLS YESTERDAY 


LONDON TRADED OPTIONS 
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THE LARGE gap between the 
FT-SE 100 futures and cash indi¬ 
ces narrowed yesterday aa a UK 
brokerage house took advantage 
of the discrepancy between the 
two maricets by executing a large 
arbitrage trade. In the traded 
options market, turnover 
Increased ahead of the expiry of 
July equities. 

The September FT-SE future 
had opened strongly following the 
rally on Wall Street and as the 
squeeze from the previous ses¬ 
sion persisted. However, the Sep¬ 
tember contract was unable to 
clear resistance at 2,500. and as 
fresh buyers failed to appear the 
rally began to run out of strain. 

A UK brokerage then sought to 
exploit the premium of the futures 
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market -over the cash Index by- 
selling around 400 futures con¬ 
tracts and buying approximately 
25m shares. This forced the cash 
market up and put the futures 
onto the defensive. This eased 
the squeeze in the futures market 
and caused It to draft sideways 
during the afternoon. 

September closed at 2,476.0, 
down &0 on the day. The pre¬ 
mium over the cash Index ended 
at 60 points, compared with 80 the 
previous day, and Barclays de 
Zoete Wedd's fair value calcula¬ 
tion of around 45 points. 

In the traded options market, 
dealing was dominated by the 
expiry of July equity options. A 
total of 37.166 contracts changed 
hands, compared with 27,960 in 
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toe previous, session. Yesterday's 
total was made up of 27*545 calls 
and 9,623 puts. 

The FT-SE index options traded 
just 5.907 lots from 6,331. This 
consisted of 4,079 calls and 1,628 
puts. The July 2,400 calls were 
the most active, trading 881 con¬ 
tracts. 

BP was the most active equity 
option as trading continued to be 
boosted by the recent increase in 
business in the undertyjng securi¬ 
ties. BP traded 4*777 contracts, of 
which 3,551 were calls and 1,226 
were puts. Activity was dominated 
by one house, which was 
reported to have sold July 330 
calls and October 330 puts and 
bought the July 330 puts and 
October 330 calls. 
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Interest charges and weak furniture sales blamed for downturn 

Asda tumbles 27% to £180.3m 


New mdex wholesale 


By John Thornhill 

ASDA GROUP, the 
supermarket chain, yesterday 
reported a sharp fall In annual 
pre-tax profits as the company 
was hit by high interest 
charges, weak furniture sales 
and distribution disruptions. 

But Mr John Hardman, 
chairman, said although the 
results were disappointing, 
Asda had entered the current 
year in a healthier strategic 
position following the acquisi¬ 
tion of 60 superstores from 
Gateway and the introduction 
of a new distribution 


The pre-tax outcome of 
£180.3211 in the year to April 28 
represented a 27 per cent fall 
from the previous year’s 
£246.6m. Turnover, however, 
rose strongly from £2.71bn to 
£ 3 . 5 &nx, an increase of 31 per 
cent 

The market had already dis¬ 
counted these results after an 
earlier profits' warning and 
marked the shares up 4p to 
U8p on learning about the sale 
of two properties to Tesco for 
£19m. 

Operating profits from 
Asda’s stores rose by 17 per 
cent to £206m (£176.1m). And 
Gazeley, Asda’s property arm, 
increased profits to £ 12.4m 
(29.5m). 

But these advances were 
dragged down by a £25m fall in 
the contribution from Allied 
Marples and Asda’s 25 per cent 
share of MFL These two furni¬ 
ture businesses chipped in only 
£ 5 . 2 m compared with £30-2m 
last time. 


Increased borrowings, stem¬ 
ming largely from the £705m 
Asda paid for the Gateway 
stores, resulted in an interest 
charge of £29.9m. This com¬ 
pared with interest receivable 
of £34J5m In the previous year. 

Difficulties in setting up 
Asda’s new distribution system 
alsn undermined profits to the 
tune of £3 6m. But Mr Hardman 
claimed these problems had 
been resolved. “We now have 
the latest state of the art distri¬ 
bution system which we 
believe will be of significant 
long term benefit to the com¬ 
pany.” 

Mr Warflman added that the 
integration of the Gateway 
stores was going well but 
would continue through the 
current year. 

Hie full range of "George” 
clothing - developed by 
George Davies of Next feme - 
has now been introduced, in 65 
of Asda’s superstores. This 
should rise to 75 per cent of the 
total by the year end. 

The final recommended divi¬ 
dend is maintained at ZSSp 
which gives an unchanged 
total of is p. Fully diluted earn¬ 
ings per share eased to 2(M3p 
(13.82p). 

Mr Hardman said it would he 
unwise to be overly optimistic 
given the current economic 
conditions but that trading 
was encouraging. 

• MFI Furniture Group, the 
furniture retailer formed 
through a £7l8m leveraged 
buy-out from Asda, recorded 
an armual pre-tax loss of £3.5m 
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John Hardman 
healthier stratei 


compared with profits of 
£65JSm the year before. 

Sales declined to £594.9m 
(£601.7m) even though they 
included results from a 10 per 
cent increase in sales space. 
Operating profits fell to £50 5m 


— Asda has entered the current year in a 


(£91.4m) while interest charges 
grew to £57m (£4&5mX 
Mr Derek Hunt, chairman, 
said: *T can do TKittitwg to con¬ 
trol interest rates. But e v ery¬ 
thing else is under control.’’ 


Eurotherm at £6.7m in uncertain trading 


By Clare Pearson 

PRE-TAX profits of Eurotherm 
International, the industrial 
process control manufacturer, 
fell from £6.7m to £6-39m after 
a near-doubling in the net 
interest charge from £565,000 to 
£L04m. 

Mr Jack Leonard, chairman, 
said in spite of the increased 
charge pre-tax profits would 
have been higher than last 
time if sales had not fallen 
below expectations. They were 
18 per cent ahead at £80Am 
(£67.86m). 

The shares fell I9p to 25Zp. 

"If we’d made another 
£750,000 worth of shipments we 
would still have come out 
ahead. It’s as sensitive as 


that," he said. 

The interest charge, about 
the same as in the second half 
of last year, reflected increased 
working capital, higher UK 
interest rates and higher bor¬ 
rowings to meet earn-out pay¬ 
ments. 

Mr Leonard attributed the 
shortfall in orders to uncertain 
trading in the UK and US. 
Although he already saw some 
encouraging signs of recovery, 
he did not expect conditions to 
impr o ve in the second half. 

Eurotherm was benefiting 
from earlier moves to boost 
overseas turnover, which 
accounted for 70 per cent of 
sales. Mr Leonard noted a £3m 


smelter project for India and 
various negotiations for orders 
with eastern European coun¬ 
tries and the Soviet Union. 

Earnings per share stood at 
9.75p (l0-09p). The interim divi¬ 
dend is lifted to &dp (l.75p). 


All bad news on small compa¬ 
nies seems to be very bad news 
these days: Eurotherm cer¬ 
tainly dealt the market a bit of 
a shock with these figures yes¬ 
terday. The profits setback is a 
function of the company’s very 
high fixed oast base. Euroth¬ 
erm does appear to have mis¬ 
judged matters by loading up 
administration costs in antid- 


This announcement appears as a matter of rectvtJ only. 
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Wagon Industrial Holdings p.l.c. 


has sold the business of 


Antocks Lairn Limited 


and 


Vinco-MT S.A. 


and 


Vinco Furniture Systems Limited 


Skandinavisk Holding A/S 

The undersigned initialed the transaction 
and acted as advisor to Wagon industrial 
Holdings pic during the negotiations: 

Chase Investment Bank Limited 


July 1930 



fund for 

ex-Globe 

holders 

By Sara Webb 

THE BRITISH Coal pension 
funds said yesterday that they 
would push ahead with plans 
to launch an index tracker 
fond for fanner investors in 
Globe Investment Trust 

The index tracking trust is 
aimed particularly at those 
small Globe investors who 
wish to remain in a UK equi¬ 
ty-based investment while 
deferring their capital gains 
tax fiahiHty. So far 469 Globe 
investors have chosen to put 
their money into the new 
index fund, worth over 
£1357m. 

The Malvern Index Trust 
win track the FTA All-Share 


pation of orders that in the 
event fell short of its expecta¬ 
tions. But analysts did not 
seem particularly ruffled. They 
had seen short-term setbacks 
before, and Eurotherm’s over¬ 
all growth record has still been 
impressive. In the year to end- 
October 1987, for instance, its 
pre-tax profits stood at just 
Forecasts for the cur¬ 
rent year vary widely between 
£15.4m and £19m, against last 
year’s £175m; but followers are 
focusing instead on an expec¬ 
ted bounce next year which 
should take the figure up past 
the £20m mark. The shares are 
getting near the level where 
they are worth picking up. 


tracker investment trust. It 
wQl be managed by Edinburgh 
Fund Managers, indirectly 
controlled by C£N Manage¬ 
ment, managers for the Coal 
Board pension funds. BCPF 
has invited Globe to put for¬ 
ward one of its none xe cu tiv e 
directors to join the board of 
Malvern Investment Trust. 

Mr Malcolm be May, direc¬ 
tor of Barclays de Zoete Wedd 
w hic h acts as finanriaT adviser 
to the Coal Board funds, esti¬ 
mates that the new index fond 
will go to a discount of 
between 3-5 per cent once it is 
launched on August 6. This is 
much narrower than the aver¬ 
age Inve s tm ent trust discount 
Mr Le May believes this is 
partly due to the feet that the 
new investment trust will 
have a lifespan of three years 
before being wound up. 

The Coal Board funds, which 
launched a £1.03bn (subse¬ 
quently raised to £l.llbn) bid 
for Globe in April, have now 
acquired Just over 75 per cent 
of the shares. They offered 
investors three alternatives: 
payment in cash, loon notes or 
shares in an index tracker 
fond, although the last was 
conditional upon at least 200 
investors opting far the index 
ftmd anil p utting up a mini- 

mum of £10m. 

Allied Irish US 
offshoot makes 
$20m provision 

By David Lascelles, 

Banking Editor 

First Maryland Bancorp, the 
US subsidiary of the Allied 
Irish BawkSf is suffering from 
the effects of the s lum p in the 


The Baltimore-based bank 
yesterday reported second 
quarter net income of SSJSm 
(£3,8m), down from $16m in 
the same quarter last year. 
This included a special $20m 
provision for possible real 
estate loan losses. 

First Maryland’s loan loss 
reserves at June 30 stood at 
5143m, representing 2.64 per 
cent of total loans and 206 per 
cart of nanrpeEfomung assets. 

Mr JE Casey, chairman, said 
that- while be continued to 
have confidence in the market¬ 
place, “we believe prudence 
dictates that additional loan 
loss provisions be made in the 
light of current market condi¬ 
tions.” 


Contract losses hit 
newcomer Wescol 

Wescol Group, the 
CSM-q noted construction con¬ 
cern, told shareholders in a 
trading statement that its 
results for the year to July 31 
would be affected by a num¬ 
ber of exceptional contract 
losses amounting to about 
£1.5m. 

They arose principally from 
.the appointment of receivers 
at Bush and Tomkins in April 
and at two other companies 
in July. 

As a result, the board said, 
results for the second half of 
the year would show a signif¬ 
icant loss, although there 
should be a profit for the year 
as a whole. 

Wescol came to the USM 
via a placing at 97p in 
November 1989. Its shares 
closed at 58p, down I8p, yes¬ 
terday. 


Correction 

Robertson Group 

Robertson Group, the natural 
resources consultancy, sold all 
its shares in Plateau Mining 
when Plateau was floated on 
the London Stock Exchange in 
January and does not have 
management control as was 
inadvertently suggested in a 
story about Plateau's interim 
results yesterday. 


HAFN1A HOLDINGS 
(UK) LIMITED 

Lst 130,000,000 Floating Rate 
Notes due 2000 


For the throe month s ported April fa. 
in> to July 1BL IflBO not** 
cany m interns rata of fs.mt p«r 
annum with an Interest amount of 
Lst par Lot UXXMno note. 


attempt t< 

Clay Harris on 1 

B OOKER intends to 
become nothing less 
thaw the Sains bury of 
wholesaling,” Mr Jonathan 
Taylor, the agribusiness and 
food distribution group’s chief 
executive, said yesterday. 

Realising the sweeping ambi¬ 
tion of his words, and perhaps 
thinking of the conclusion to 
which some incorrectly jumped 
about Mr Nicholas Ridley’s 
recent m usings, Mr Taylor 
noted he had sipped only “cate 
eighth of a glass of white 
wine.” 

Sir Barry Skipper, who has 
run Booker’s food distribution 
business since 1982, longer 
than Mr Taylor has been at the 
helm of the group, had not 
heard his task put quite that 
way before. But he knows 
exactly how he plans to 
achieve it. 

If Booker succeeds in its 
£3Q2m recommended takeover 
offer for Fitch Lovell, owner of 
its main competitor In third- 
party catering services, Mr 
Skipper will cut costs by clos¬ 
ing depots, selling vehicles and 
buying in larger volumes. 

Booker and Fitch have 
approached distribution in con¬ 
trasting ways, although that 
will not exclude Booker from 
stealing some of its erstwhile 
rival’s clothes. 

All of Booker’s 12 depots and 
its delivery trucks are multi- 
temperature. Frozen, chilled 
and ambient food are stored cm 
the same premises and deliv¬ 
ered in the same compartmen¬ 
talised vehicles. This has 
enabled Booker to achieve bet¬ 
ter overall margins than Fitch. 

Fitch has two separate distri¬ 
bution systems for ambient 
ami frozen food, with no “chill 
chain" at alL Its sole entry into 
multi-temperature storage and 
distribution ended ingloriously 
after it lost a key contract to 
Booker in the wake of Burger 
King’s takeover of Wimpy. 

But distribution of frozen 
foods can achieve the highest 
margins of any single area of 
catering services, so Booker 
plans to retain about half of 
Fitch's 14 frozen depots. Most 
of 15 ambient facilities will be 
dosed, with only a few being 
co nv e r ted to multi-temperature 
storage. 

If economies in catering ser¬ 
vices is the sine qua rum of the 
takeover, Booker has also been 
attracted by the prospect of 
moving downstream in fish. It 
is the second largest UK 


FITCH PROFITS STAGNATE AT E32.3M 

Fitch Lovell, the food services group which yesterday; 

recommended a £302m takeover offer fromBi^^sawjreteflC 

profits stagnate at £32L3m in *rEZ 

cent Mg h flr tfifl n the achieved in 1388-89*. Wtites Usy 


T ur nover rose some 17 per cent to £65ftm 
pnmtwg tt per share fell by 10 per cent to 2LS& ffi4-31p), Fltch is 
r aising total pay-out for the year to 12- 5p ( 12. 25 #* wrth a 
second interim dividend of 

Fitch would have reported lower pre-tax prollts QM Tfl 
1988-89 If It had not taken below the line tra ding results of 
certain subsidiaries it either has sold or intends tom, 

Mr Stuart Guthrie-Brown, deputy chairman, raid Fitch had 
been consistent in Its accounting, treating tradimijresumes 
extraordinary from the time it d ec id ed to sen -a business. 
fng profits from the Jacksons tea operation, which was sojdjo 
ftfqnrijitBd British Foods, wane taken below the Hu e as w ere 
losses incurred at the Ashmount Foods cooked meats operation, 
the disposal of which was announced last week. ^ _ 

The £6£5m ex traor di nary charge also Included "the estimated 
.costs of withdrawal from other commodity and non-core 

operations” which Fitch did not identify. _- 

Profits before interest In distribution feu to £12-88m 
(£13U37ra), while those from manufacturing rose t o £2|.21m 
(£18w9Sm). Businesses no longer part of the group ensttpsatea 
£40,000 (£i.24m) before Booker deckled to sell them . - - -* 

Fitch’s interest bill fell to £L79m (£2.06m). Attributable prof¬ 
its of £2lJ35m were down m argi nall y from tire previous year’s 
£22J2?m because of a higher tax charge. 


salmon fanner but its process¬ 
ing role after gutting is lim¬ 
ited. 

Through the acquisition of 
Bluecrest and Rossfish Fitch 
has developed an integrated 
operation, taking up where 
Booker’s McConnell Salmon 
leaves off. It processes and sup¬ 
plies a wide range of chilled 
and frozen fish products. 

That exhausts the list of the 
companies Booker is certain 
to keep, so it may put on the 
block operations which 
accounted for half of Fitch’s 
£3 2m pre-tax profits last 
year. 

The prospect of finding buy¬ 
ers for these businesses, 
which Include Jus-Rol pastry 
products. Stocks Lovell bacon 
and Millers and Robirch sau¬ 
sage rolls. Is the one cloud 
City analysts see over yester¬ 
day’s deal. However, few will 
mourn if Booker completes 
Fitch’s escape from the 
dreaded “pig cycle." 

Booker and Fitch are no 
strangers to -each other, 
thrown together by circum¬ 
stance in the mid-1980s by the 
serial predatory attentions of 
Mr Alec Monk. 

Fitch escaped from Mr 
Monk's Linfood in 1982 and 
Booker from Dee fas linfood 


has been renamed) in 1985. 

Along the way, Booker 
bought Fftch’k cash-and-carry 
stores, as wen as first Lin- 
food’s food services business 
and then its cash-and-carry 
operations from Dee. Booker 
also sold businesses to Fitch, 
including Parrish & Fexm. the 
food broker, which is sot 'to 
return to lbs original owner. 

So while Booker and Fitch 
have been competing fiercely 
at the operating level, there 
has always been.ia shared 
str ate gic vision. In the., end, = 
the Fitch board was won 
round to Booker’s argument 
that a. price which allowed 
shareholders to exit at 14 
times historic earnings, which 
themselves were -flattered 
somewhat by accounting; was 
preferable to. soldiering on, 
even though this .meant.,the 
end of ite independence after 
206 years. ■ 

The task of completing the 
restructuring "of FHch now., 
falls into Booker's lap. How¬ 
ever, two Fitch directors, Mr 
Geoffrey Hankins, - chairman. 


BookerboanL The latter- wifi 
have executive duties as well 


Associated—Henriques suspended 


By Peter Monte gnon, World Trade 


SHARES OF Associated 
-Henriques. the specialist 
trade finance house, were 
suspended at 46p yesterday 
after the company said it was 
experiencing cash flow prob¬ 
lems because of overdue pay¬ 
ments by a small number of 
clients. 

The company, which 
finances imports by British, 
companies by letters of credit 
and bills of exchange, had 
already warned last month 
that it would show only in a 
small profit at the mid-year 
stage. Pre-tax profits for 1989 
were £3-27m (£2.01m). 

The company said that it 
was in an advanced stage of 
negotiation with its bankers 
with a view to achieving a 
one-mouth payment standstill 


during which ft would seek a 
long -tenW reflwflntthig- 

Mr Milton Levine, chairman 
and chief executive; declined to 
disclose the extent of the prob¬ 
lem which he raid, he had 
arisen with two customers 
faced with fairing- retail sales 
in the US and four or five fac¬ 
ing an interest rate squeeze in 
the UK. 

This meant Associated-Hen- 
riques was no longer able to 
obtain finance.from Its own 
bankers against hills iss ued by 
these clients. 

Consequently it faced a 
liquidity squeeze while it 
sought to realise the additional 
security provided by its clients. 
There was currently no ulti¬ 
mate problem of recoverability 
of the debts, he added. 


Analysts said the; company, 
whose loan book at tits end of 
last year was valued at £49^m, 
had been regarded as relatively 
underborrowed. Its latest bal- 


reserves . of £10.5m and 
short-term borrowings of 


However, it said last month 
that the deteriorating eco¬ 
nomic climate had prompted it 
to step up provisions for bad 
and doubtful debts. . 

Mr Levine said about 15 
bank lenders are involved with 
the company. 

. One- of their concerns is to 
satisfy, themselves of the qoal- 
ity of the. additional security 
accepted by the .-company 
which will how have to back 



BIOTECHNOLOGY 

INVESTMENTS 

LIMITED 


The Annual Report and Accounts for the year ended 3 lst May, 1990 will 
issued on 19th July, 1990*, and will show: • • * 

■ net asset value increased over the year by 16 percent to US$2;48 a • - 

snare; ' 

■ new investments and farther financings in unrooted companies in 

“dhalthon: idling USI9.2J million, whh a 
- further USS5 million in the pipeline at the year end; 

■ purchases of quoted securities totalling USS 10 mifiioa; 


■ '" ■ «. - mamm m ■ 

■ good prospects for Further completions of successful development* - 

by investee company, and for the flow of worfowhife^w ’ 
investment opportunities. ‘-v -_-v 


fr - - 


Under the mechmismapproved by shareholders earlier this yearjfceBoard ia . 
recommending the redemption at a price of USS2 4ft of ZZ - 

Share for every ten so* shares faet<£ thus 

USS16.4 million. wwmn* to taUtoM,- 


*Copiaof the ReportggdAccowas77VF,h* 

FO.Bkx St. Sl MfarV Grat Sl PiZtZTJzhi 


- j>.. _ 


Thi ii lw a rt btfami p aym e nt data wtft 
be July ia. 1890. 

Be n q u e Pnrfbei U a nin uw g 
Agent Bank 
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WEAKNESS IN [the 
construction industry has 
forced Swuriwmrd Crtup’s 
personnel dlvfausa into tSo rad 
to the Quit half oflMWS, and 
threatens to hold back the 
company's taE-yeer growth. 

Sham in the rapidly 
expanding security systems, 
building maintenance and par¬ 
ed delivery group- slipped by 
some U per cent yesterday - 
from 323p to 265p. The shares 
started to slip on Monday, and 
Securiguartl brought its resaita 
announcement forward by a 
day In ease the nests tewed 
out. 

Mr Alan Baldwin, chairman, 
said HeMan Contracts, which 
supplies contract labour to the 
civU engineering and construc¬ 
tion industry, had lost about 
£500.000 in the first half and 
would repeat a "much more 

substantial toss? fin* the year. 

The personnel division, of 
which HeMan -is the largest 
part, was expected to contrib¬ 
ute about 20 per cent of group 
profits In 1969,90 and analysts 
have cut their full-year foie, 
casta from about £3m to £7m» 
compared with £S.22m before 
tax in 198949. 

In spite of the setback . Seen- 
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riguard pushed up profits and 
trading margins in the 28 
weeks to May 20, making £3m 
before tax. against £145 m in 
the equivalent period, on turn¬ 
over of E76Jlm <£47m). Earn¬ 
ings per share rose from 9.7p to 
104p and an interim dividend 
of SL2p (2Ap> is declared. 

In February, announcing 
1988-89 profits, Mr Baldwin 
described the Cast-growing 
company as "a cast-iron busi¬ 
ness". He added: *T wouldn't 
say we were bomb-proof but 
we're damn near IL" 

Yesterday he said: "We have 


NEWS DIGEST 


New look 


property market, BY Davies, a 
USM-quoted architectural prac- 


EMC static 


at £31, 


TTTTl 


PROFITS OF EMC Group, 
formerly known as the Elec¬ 
tronic Machine Company, wen 
virtually static at £31,28$ pre¬ 
tax for the six months bo end- 
March. 

However, the profits were 
struck after taking account of 
a £13417 (£47$) loss from dis¬ 
continued activities. 

The new management, 
which recently took the first 
steps of turning the defence 
electronics company into a 
more broadly based business 
services gr ou p, said the figures 
represented the results prior to 
the February acquisition of the 
Keelquest group and therefore 
reflected reorganisation and 
consolidation rather than one 
of earnings growth. 

The directors are currently 
negotiating the sale of Britan¬ 
nia Bovall Engineering and 
Ring Sights. 

At- the same time, they-aro - 
actively engaged in identifying 


USM-quoted architectural prac¬ 
tice, announced a 17 per cent 
increase in pre-tax profits for 
the year to April 30. 

With turnover ahead by 18 
per cent to £l 2 Jtm <£i04m), the 
taxable result rose from £L2im 
to S1.4S&L 

On prospects Mr David 
Davies, chairman, said that 
given the state of the market 
and trading in the first few 
months it would be difficult to 
achieve a similar result in the 
current year. 

A final dividend of 3£p is 
recommended for a 5.7p (5p) 
total. Earnings improved to 
1&9P <144p>- 


Tops Estates 
doubles to £2Sm 


which they consider, would 
enhance the group’s current 
activities. 

Earnings for the the six 
months emerged at 041p (0L6p) 
and the interim dividend is a 
s&me-again QJ3p. The group is 
extending its accounting 
period to March 31 1991 and 
accordingly, will consider pay¬ 
ment erf a second interim with 
the results for the period to 
end-September. 


Pre-tax profits of Tops Estates, 
an investor in freehold shop 
and office property, more than 
doubled from £l- 2 m to £2J3an 
in the year to end-March. 

Rental Income climbed from 
£5.07m to £84m. Mr Everard 
Goodman, chairman. said 
rental income growth had con¬ 
tinued to rise at a satisfactory 
level and was anticipated to be 
in eipess-of £9.7m for the cur¬ 
rent year. ^ ’ 

The total value of group 
properties rose from £127m to 
£181m and net assets from 
£83m to EllOm. After a lower 
proportionate tax charge of 
£285,000 (£339,000), earnings per 
share emerged at 5.75p (24p) 
and the proposed dividend is 
raised from L5p to l.6p. 


DY Davies 17% 
ahead to £ 1.45m 


Sempemova warns 
on second half 


In spite of the downturn in the 


Sempemova, which Joined the 
Third Market last November, 
has warned shareholders that 
sales of Semperfresh, an edible 


NEWS 


BRIEF 


BENNETT AND Fountain: The 
subscription by a subsidiary of 
Voltex of 4&Slm shares at 43p 
has been completed. The com¬ 
pany accordingly received 
£20m cash and Voltex now 
holds 52.3 per cent of the 
enlarged B and F ordinary cap¬ 
ital. Jack and Philip Pom per 
have resigned as directors and 
Philip Aginsky has been 
appo inted chief executive. 
BOUSTEAD's 64.6 per cent- 
owned Singapore subsidiary 
has acquired 75 per cent in 
ESR1 Australia for an initial 
A?L05m (£458.000) and further 
profit-related payments of 
between ASSOOjOOO and AJlm. 
CAMBRIDGE ELECTRONIC 
Industries has acquired United 
Detector Technology Instru¬ 
ment Group for an estimated 
S2£m (£1 -39nj). A cash consid¬ 
eration of $2jSm was paid on 
July 9 and a farther amount 
may be payable based on the 
results of a post closing valua¬ 
tion of net assets. 

DELTA’S Circuit Protection 
division has acquired the elec¬ 
tronic control equipment man. 


ufacturer Home Automation 
(Group) for £3m which incorpo¬ 
rates refinancing of borrow¬ 
ings. A two year profits related 
payment may lead to a further 
payment in 1993. 

DOWTY offer for D3taco A/S 
accepted by 60 per cent of 
shareholders and is uncondi¬ 
tional 

EVERARDS BREWERY 
reported taxable profits of 
£2,000 (£2.43m) for the six 
months to end-March. Turn¬ 
over amounted to £13.01m 
<£11.17m). Profit struck after 
interest charges of £434.000 
(£92,000) reflecting substantial 
ongoing refurbishment pro¬ 
gramme. Previous year out¬ 
come distorted by profit of 
£2J4m from property disposal 
FERRUM HOLDINGS is acquir¬ 
ing 76 per cent of the ordinary 
and all the preferred capital of 
Cleaning Technology for 
£402,000 in shares, partly by 
placing and partly by issue to 
vendors. CTL makes and rents 
underwater cleaning equip¬ 
ment for offshore oil industry. 
PORTER CHADBURN has 


71 Anglia £5? 


£250,000,000 


Floating Rate Notes Due 1996 

(Issued by Nationwide Buildine Society) 


(Issued by Nationwide Building Society) 
Interest Rate: 15-0375% pa. 


Interest Period: 

17 July* 1990 to 17 October; 1990 


Interest Amount per £5 D 00 

Note due 17 October; 1990: 
£189.51 


Interest Amount per £50,000 
Note due 17 October; 1990: 
£1,695.14 


Agent Bank 

Baring Brothers & Co, Limited 


misjudged It this year, but 
looking forward Into the fol¬ 
lowing year we will come back 
very strongly and wo should be 
forging ahead.** 

Mr Baldwin added it was dif¬ 
ficult to predict the perfor¬ 
mance of the personnel divi¬ 
sion because it worked on a 
daily basis. He said there were 
no immediate plans to sell the 
business. 

Interest payments in the 
first half reached £902,000, com¬ 
pared with £240.000 of interest 
received in the first six months 
to 1988*88. 

Mr Baldwin said the com¬ 
pany was still comfortable 
with borrowings of £i4m or 
£l5m — nearly twice share¬ 
holders' funds. 

Securlguard said Its other 
divisions had performed 
strongly in the first half. Turn¬ 
over increased by 67 per cent 
In the cleaning and mainte¬ 
nance division, and 30 per cent 
In security, which provides a 
guarding service. 

Communications turnover 
more than trebled following 
the addition or City Link 
Transport Holdings, the 
express courier company, in 
May 1989. 


coating designed to prolong the 
shelf life of fruit and vegeta¬ 
bles were "very disappoin ting " 
last year. 

Following the £500,000 loss 
scored in the first half, heavy 
marketing and development 
spending pushed the company 
further into loss in the second 
half. However, a significant 
improvement in trading 
activities is expected this 
year. 

The company blamed its 
poor sales on the collapse of 
the Chinese market after the 
events of last June in Beijing, 
consumer reaction to reports of 
potential toxicity of Alar and 
other chemicals used on fruit, 
a virtual cancellation of orders 
for Chilean stone fruit and the 
failure of its marketing strat- 


ln a letter to shareholders, 
the company warned that its 
figures for the year to end- 
March would not be available 
for another six to eight weeks 
because of delays in the consol¬ 
idation of Use accounts of its 
Australian subsidiary. 


European contract 
hire growth for Lex 


In a move to expand its con¬ 
tract hire operations into 
Europe, Lex Service is to 
acquire Seltra, a Paris-based 
truck contract hire company, 
for an initial £4m. 

Lex will take control of half 
of the Seltra group with 
options to acquire the balance 
after two years. Consideration 
for exercising the options 
would amount to some £5.6m. 

For the year to end-Decem- 
ber 1989 Seltra had a profit 
before tax of £lm and net 
assets of £2.4m. 

Lex will finance the transac¬ 
tion in cash from its own 


completed the sale of Porter 
Hopkins, its plastics division, 
to Punchcraft. a private com¬ 
pany, for £2m cash. The com¬ 
pany also announced it had 
completed the sale of its engi¬ 
neering activities to Wldney. 
SANDERSON ELECTRONICS 
is buying 55 per cent of GAL 
from General Automation, its 
49 per cent US associate, for 
£1.49m in 250,000 shares and 
£847,500 cash. Also. It is selling 
to General Automation 20 per 
cent of its 45 per cent frilly 
dilated interest in SGA, which 
distributes General Automa¬ 
tion computers in Australia, 
New Zealand and south east 
Asia, for £500,000 cash; SGA 
will become a 47 per cent frilly 
diluted owned subsidiary of 
General Automation. 

SAVE & PROSPER Return of 
Assets Investment Trust 
reported net revenue for the 
year to May 30 of £2.96m 
(£2jjm). Earnings per share 
were 9^97p (7.57p) basic or B.18p 
(&33p) fully diluted. A second 
interim dividend of 3.T8p, mak¬ 
ing a total of 6.25p (4JJ6p), has 
already been announced. 
SPERAT1 (CA) (The Special 
Agency) lifted pre-tax profits to 
£30,811 (£20,782) in the half- 
year to April 30. Turnover at 
this button and trimming mer¬ 
chant was £397,270 (£335,939) 
and earnings were 2l.23p 
(15.18P) per share. 


Credit Fonder do Franco 
ECU 200,000,000 Ftoatklfl 
Rate Note* (toe 1996 


hi apoofdsnce wbh tie pamWoni of 
Sw notM, notice is hwtby sh*n that 
tar #» tram** period July 1 S. 18 B 0 
to October 1* t9S0 tfw notes ail 
any si imorest ra» of 10J382SK 


hoses! p^efale an tfie raiment 
honen pqyment dele October 18. 
1809 will amount to ECU 20442- 
perECUlOyOOOandtoECU 
2JM8.19 - per ECU 100,000 not*. 


Agent Bank: 

Banque Partus, Luxembourg 


UK COMPANY NEWS 


Hampson 

trading 


Manx parliament threatens legislation to maintain independence . 


warning 


Opposition to Steam Packet bid grows 


By Sue Stuart in Douglas 


By Andrew Bolger 


HAMPSON INDUSTRIES, the 
acquisitive West Midlands- 
based holding company, yes¬ 
terday warned that its trading 
outlook was uncertain In the 
short term. 

The statement from the pre¬ 
cision engineering, aluminium 
refilling, consumer products 
and office cleaning group 
accompanied a 27 per cent 
increase in pre-tax profits for 
the year to March 31. 

The shares fell 4p to 

61 Pl 

Mr John Wardte, chairman, 
said: "Under normal condi¬ 
tions I should be very bullish 
about die short-term future. 
Market conditions are not nor¬ 
mal. Although it is a word 
which one hesitates to use. 
there is a very strong whiff of 
recession in the air. There is 
violent pressure on margins, 
nobody wants to pay and cus¬ 
tomers either want their 
orders yesterday or postponed 
for a few months." 

"In general I think many 
people share my view that it 
will be difficult to make as 
much money In 1990 as in 
1989, and there must be doubt 
about 1991. Blast people feel 
much happier about 1992,” be 
said* 

Hampson increased full year 
profits to £7Jim (£&23m) on 
turnover ahead 22 per cent 
from £57.19m to £69.68m. 
Diluted earnings per share 
rose by 11 per cent to 7A9p 
(7.l3p). A recommended final 
dividend of 1.95p makes a 
total for the year of 2.55p j 
(1.9l7p). 

A 1 -Tor-lO scrip Issue Is also 
proposed. 


SEA CONTAINERS’ bid for the 
Isle of Man Steam Packet Com¬ 
pany ran into serious problems 
yesterday, when the Isle of 
Man parliament attempted to 
block the takeover. 

In an emergency debate of 
the House of Keys, the lower 
house of the Manx partiament, 
a fail] restricting toe acquisi¬ 
tion of Steam Pocket shares 
was rushed through Its first 
and second readings. The bill 
seeks to prevent any person or 
associates acquiring a bolding 
Of more than 15 per cent. 

Sea Containers, which 


already owns 41 per cent of the 
equity, is bidding lisp per 
share for up to 75 per cent. The 
hostile offer was launched on 
June 25. 

The bill would be 
to June 1 this year forcing Sea 
Containers to dispose of any 
shares acquired after that date. 
A committee will look Inin the 
legality of backdating, and, if it 
is satisfied, it will be enacted 
by the autumn. 

Steam Packet’s pre-tax 
results have Improved dramat¬ 
ically in the past five years. 
From losses of £600,000 is 1985, 


the company showed a profit of 
£3J5m in 1989. 

In its first defence document, 
issued last Friday. Steam 
Packet said the performance 
was due to its own firm man¬ 
agement. Sea Containers also 
claimed credit stating that the 
change coincided with its 
involvement 

In 1985 it took a 40 per cent 
holding in Steam Packet and 
put two directors on the board. 
Steam Packet benefited by the 
injection of £l-5m assets In the 
provision of facilities to oper¬ 
ate roll-on roll-off femes. 


The consensus among Manx 
residents is that the Isle of 
Government should have 
control of the shipping Une. 
There is also a fear that out¬ 
side control could result in 
commercial interests being 
placed above the needs of the 
infafini community. 

For the 70,000 residents of 
the Isle of Man the Steam 
Packet is a lifeline. Though 
Islanders may grumble about 
the services, they are proud of 
the fact the 160-year-old Steam 
Packet is the oldest shipping 
line still operating in Britain. 


Bninning omits dividend after £1.4m loss 


By Alice Rawsthom 


BRUNNING GROUP, the 
troubled marketing services 
company, yesterday announced 
it would not pay a dividend 
after incurring a pre-tax loss of 
£1.4im in the year to March 31, 
compared with profits of 
£962,000 in the previous 
year. 

The group's shares rose fay 
lOp to 61p because of specula¬ 
tive interest in the disclosure 
that it had a £4m pension fund 
surplus which produced net 
tangible assets of 80 p per share 
at the year end. Bninning 


hopes to realise the pension 
surplus in a year’s time. 

Last year Bninning suffered 
from the sluggish state of the 
UK advertising market and. 
what its chairman described 
as, the M long term inherent 
problems of toe group”. 

The new mmaw>n<gnt tpam 
- headed by Mr Neil McClure, 
who joined as chief executive 
from FKB, the sales promotion 
company now in the throes of 
financial restructuring - has 
been reorganising the group by 
merging some companies and 


closing others. 

The cost of reorganisation - 
represented by exceptional 
items of £lJMm and extraordi¬ 
nary items of £1.12m (£U1.000) 
- produced a loss per share of 
I9.9p (earnings of I4.$p). 

Turnover fell to £71.67m 
(£74.31m) and operating profits 
to £464,000 (£971,000). Mr Tony 
Bond, group development 
director, said the performance 
had improved in the second 
half compared to the first. 

Brunning also incurred 
sharply higher interest pay¬ 


ments Of £628,000 (£9,000) on 
year end debt of £3m. It hopes 
to eradicate its debts by the 
end of the year by selling Bar- 
leighfield House near High 
Wycombe - valued at Elm - 
and Circulation Distributors, a 
door-to-door promotion com¬ 
pany. In the longer term it 
intends to raise between £2m 
and E3m from the sale of land 
in High Wycombe. 

Mr Bond said the group 
should return to profit this 
year, albeit not to the level of 
the 1988/99 financial year. 


Cautious statement hits Harrison luds shares 


MR KEN HARRISON, the 
chairman and managing direc¬ 
tor of Harrison Industries, the 
industrial doors, power trans¬ 
mission and castings group, 
warned shareholders In his 


annual report that caution was 
necessary in anticipating pros¬ 
pects for this year. 

Following the report, the 
shares fell 23p to lOOp. 

Trading in the first quarter 


of the current year bad been 
maintained, he said, but at 
lower margins. 

This had been caused by con¬ 
tinued weakness in the con¬ 
struction industry, high inter¬ 


est rates and 

additional reorganisation 
costs. 

The half-year results, Mr 
Harrison said, were therefore 
likely to be affected. 


The growth.The sales.The profits. 


We made the whole thing up. 


We thought it was time to tell you 


the whole story about the Taunton Cider 


Company. 


So when you examine our perform¬ 


ance (see figs. 1 and 2), you’ll understand 



what’s going on. 


1970 


1880 


1885 


1890 


In short we make things up be¬ 


ne 2. TAUNTON CIDER COMPANY MARKET SHARE 


Source NACM 


cause that's the way to market leadership, 


In Red Rock we’re creating the UK’s 


(Creating new and lucrative brands in new 


first premium draught cider. To satisfy a 


and lucrative parts of the cider market.) 


new generation of drinkers with their own 


As early as 1970 we had created a 


premium tastes and values. 


new keg cider with a unique dry taste. 


As we’ve made up this portfolio of 


The taste rapidly established Dry 


brands, so we’ve supported them. Since 


Blackthorn as Britain’s favourite draught 


1985 no other cider maker has invested 


cider. Today it’s still No.l * 


more in advertising. 
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This year we're putting a record 


£11 million behind our brands. 
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So in less than 20 years our share 
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of the market has doubled. Establishing us 
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as not only the UK’s most innovative cider 


_- -.j 


1883/88 


1986/87 


1967/88 


1888/89 


1989/90 


maker but also by far the most successful. 


FIG L TAUNTON CIDER COMPANY PROFIT 


Which seems like two pretty good 


When we launched Diamond White 


reasons for 


things up. 


in 1985, we created the country’s first ever 


white cider. 


Today besides being brand leader 


in on-trade packaged ciders, it’s the UK’s 


fastest growing cider brand. 


Last year we added another chapter 


to the success story. With the creation of a 


sister brand. Diamond Blush, the UK's first 
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cider cooler 


TAUNTON MEANS BUSINESS 


FOB TUBTHER INFORMATION, PLEASE CONTACT: THE TAUNTON CIDER COMPANY LTD. NORTON FITZWASREN, TAUNTON. SOMERSET TA2 6R0. TEL: 0823 33221L 

* Source: Stela MR Tola* OB Ucoaeo 19 ttoniha te fob - Uar 1880 
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as 
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Teamwork. 

It’s the simple concept that 
inspired NatWest to bring its Big 
Ticket Leasing experts back into 
the fold of corporate finance. . 

It means that clients with com¬ 
plex leasing requirements now have 
immediate access to specialists who 
are working in related financial 


matters. 


This combination of skills helped 
us devise a unique structure for one 
of the industry’s biggest deals - 
Nissan’s £205 million lease for the 
development of a second produc¬ 
tion line in Sunderland. 

And it has enabled us to arrange 
several ocher leases in excess of £100 
million. 

If you'd like to discuss a more 


• ■ 1 f § 

innovative approach to your' own 
financial arrangements. TheC- van 

Hensbergen on 071-920 5234? will 
be pleased to put you in touch-with 
one of our team. 

\bu It find there’s no limit irb-the 
complexity or size of transaction we 
can handle. ! .' . 

As you can see, our ceiling&sky 
hioh. v 


NatWest 
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LONDON STOCK EXCHANGE 



close well below the best 
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AN EARLY attempt bp UK 
equities .to extend the latest 
advance ran out ot Confidence 
la the face of disappointing 
Public. Sector Borrowing 
Requirement figures from the 
UK and an uncertain opening 
on Wall-Street following the 
latest US-trade figures, 

Arbitrage trading between 
the FT-SE toturea and the cash 
market* helped equities gain 34 
Footsie points at first, but the 
rise was cut to only 8J5 paints 
by the dose. Trading volume 
increased but remained too low 
for marketaakers’ comfort, 
and there were further strains 
in the Inier-Deeter Broker mar* 

Tiro equity market opened 
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slowly, with firmness In ster¬ 
ling prompting the conflicting 
hopes qf on early cut in UK 
base rates and concern for the 
currency impact on Britain's 
exporting companies. Wall 
Street’s failure overnight to 
hold on to the Dow 3,000 mark 
was seen as discouraging. 

The market took off when 


the FT-SE 100 stocks began to 
advance on buying from a UK 
brokerage bouse. At first, this 
was believed to be a genuine 
Investment programme, but 
later it appealed that it was an 
arbitrage move linked to the 
sale of September contracts on 
the FT-SE futures market. The 
premium on the September 
contract was reduced during 
the session to a final level of 60 
paints, of which some forty or 
more points are regarded as no 
more than the fair value pre¬ 
mium reflecting dividend pay¬ 
ments and financing costs. 

The equity advance proved 
short-lived and prices topped 
out within moments of the 
news that UK Public Sector 


Borrowing Requirement had 
jumped to £2.6bn in June, more 
than twice City forecasts, and 
making a total of £6£bn for the 
quarter compared with a zero 
figure in the year ago period. 

With UK Government bonds 
sliding lower, equities began to 
give hock early gains, although 
traders said there was still 
very little stock on offer. 

The increase in the US trade 
deficit to S7.73bn in May. while 
not for from estimates on this 
side of the Atlantic, set the 
stage for a sluggish opening on 
Wall Street which only grudg¬ 
ingly cleared the Dow 3,000 
mark In UK trading hours. 
London stocks continued to 
drift back for a final close of 


2.415 on the FT-SE scale, a net 
rise on the day of 8-5 points. 

Trading volume increased to 
483.6m shares from a dismal 
346.9m on Monday, but the 
total was boosted by the 
futures arbitraging d eals; trad¬ 
ers maintained that genuine 
investment business was still 
slack. However, there were 
ready takers for 

just under 20m shares In retail 

chain Storehouse sold by Its 
founder Sir Terence Conran, at 
a price only just below market 
levels. The successful placing 
gave further evidence of the 
willingness of the Mg ftutds to 
pick up lines of stock - when 
offered at prices considered 
suitable. 
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TURNOVER in Storehonse 
jumped to 40m shares as Sir 
Terence Conran, who founded 
the group, sold almost 20m 
shares, or two-thirds of his 
bolding, amounting to about 5 
per cent of the company. Tbe 
market was united In the belief 
that the holding had been 
placed with a small number of 
institutions by S.G, Warburg. 

“They bought the stake at 
US \4p and sold it at 119%p." 
said one marketmaker. “It waa 
very smoothly placed,“ com¬ 
mented another. Sir Terence 
stopped down as chairman in 
May and his stake is now 9m 
shares &2 per cent}. 

Analysts said the disposal 
meant little to Storehouse, 
although there might be a 
technical effect as an extra 5 
per cent of tbe company’s 
shares on tbe market might 
sop up some Institutional 
demand in the short term. 

By the close of trading the 
turnover figure had reached 
42m. The price had slipped in 
early trading, recovered almost 
to the overnight level and 
eased once again, with the 
market's lata retreat, to 123p 
for a net docHce of 3. 

Tremors in RMC 

A firm performance by RMC 
throughout the morning waa 
brought to an abrupt halt after 
midday by an announcement 
from the Office of Fair Trading 
that a division of tbe UK con¬ 
crete producer had 
taking part In U price-fixing or 
market-sharingcartels. 

RMC shares, which traded 
up to 708p early in the session, 
subsequently fell sharply to 
touch 678p before ending a net 
19 off at 683p- Turnover expan¬ 
ded to 2.8m, well ahead of 
usual levels in the stock. 

The OFT said the cartels had 
operated between 1977 and 1988 
and that other unnamed, con¬ 
crete producers were believed 
to have been involved. 

One dealer said that the car¬ 
tel story had "knocked a lot of 
the new found confidence in 
the building sector.” At UBS 
Phillips & Drew. Mr Howard 
Seymour said that sailing of 
RMC "had mast probably been 
overdone.” He added: "It (the 
cartel story) Is a storm In a 
tea-cup; it Triers to a local situ¬ 
ation and these do not usually 
lead to big payouts - it is not 
material in terms of liability 
payouts.” 

Other stocks said to have 
been upset by the story 
included Tarmac, which settled 
3 ahead at 263p, after 267p, and 
Redland which, having 
touched 623p early on, slipped 



The food retailing subset of the FT-Actnarles Consumer Group 
has recovered from co nc e r n that the market was saturated and 
could face a price war. It shows strong earnings growth, while 
Us generally low gearing has helped shield It against hi gh 

'hich have I ‘' “ 


interest rates, w! 


hit the consumer sector overall. 


to close a net 7 firmer at 6l7p. 
Btoe Circle were 3 off at 239p 
and Rugby tire same amount 
down at 172p. 

Asda cheers 

A sharp but smaller than 
expected foil • by some ana¬ 
lysts - in full year profits from 
Asda. tbe supermarket chain, 
gave the shares something of a 
boost on tbe basis that the bad 
news is now out of the way. 
The market was also cheered 
by newsof further asset dispos¬ 
als. Asda improved 6 to 120p os 
turnover rose to 7.3m, swelled 
by institutional buying. 

Asda initially rose to 122p 
after It announced that profits 
had fallen to £l80m from £246m 
last year, while £28.5m had 
been raised from sales to Tesco 
of two sites. 

Mr Bill Myers of Henderson 
Crosthwaits said: “There was a 
strong sense of relief that there 
were no more surprises.” Asda 
shares were given a farther 
boost after analysts met the 
company. Tt was a very strong 
presentation,” added Mr Myers. 
"They appear to be doing the 
right things. However, it is 
going to be a long haul." 

By the dose, concern was 
creeping into the market about 
Asda's indication that profits 
during the first half of this 
year would be below last year’s 
£83.5ni. Analysts expect around 
£78m but there was some wor¬ 
ries that high interest charges 
could depress profits to 
between £6Qm to 70m. 

Barclays advanced 9 to 419p 
on 4An and Lloyds 7 to 309p 
on 3.4m, but the biggest turn¬ 
over of the "big four” high 
street banks was in NatWest, 
where 5.6m shares were traded 


as the price moved up 5 to 
335p, Midland, still overshad¬ 
owed by the Barlow Clowes 
affair, were only marginally 
firmer at 302p. 

Abbey National reached o 
new peak of 224p, up 4% on the 
session with 4.9m traded. Bid 
stories were said to have been 
behind tbe latest improvement 
in Royals, which dosed 9 bet¬ 
ter at 506p. 

Turnover in tbe water 
stocks, quoted ex-dividend, 
expanded to levels not seen 
since the weeks following their 
market debuts last December, 
when stakebuilding arid heavy 
buying by institutions featured 
activity in the sector. 

Turnover in the two footsie 
stocks, Thames and North 
West, reached 5.6m shares 
respectively, while Severn 
Trent attracted turnover of 
4.1m shares. The other stocks 
were all aggressively traded. 
Dealers said there bad been 
good two-way business with 
buyers, attracted by the excel¬ 
lent earnings and dividend 
prospects, easily gaining the 
upper hand. "The market was 
short and yields of 10 to XI per 
cent in partly-paid form are 
rightly very attractive,” noted 
one sector specialist. 

North West advanced 7 to 
156p, Thames edged ahead to 
I49p and Severn managed a 3 
gain at I34p. 

Dealings in shares of Assod- 
ated-Benriques, the finance 
house, were suspended before 
the outset of trading at the 
company's request “pending a 
further announcement.” On 
Monday tbe shares closed at 
46p, hawing fallen almost 6 per 
cent the previous week. 

A County NatWest WoodMac 
review of scotch whisky 


exports said that, while vol¬ 
umes were down 10 per cent in 
May on the previous year, the 
value for shipments in the first 
five months of the year waa 11 
per cent higher. Guinness, 
whose strategy is to concen¬ 
trate on premium brands, 
climbed 10 to 818p. 

There was no respite for 
Carlton Communications. The 
recent slide continued in tbe 
wake of a stream of downgrad¬ 
ings. including some from the 
company’s own stockbrokers. 
Tho shares yesterday shed 
another 15 to 420p. 

A confident statement at the 
company’s annual meeting 
holped Courtaolds rise 10 to 
389p. Sir Christopher Hogg, the 
chairman, said: “Results for 
the first quarter havebeen 
overall in line with our expec¬ 
tations and we are pleased 
with them.” 

Berisford fell fi to 50p In the 
wake of Monday’s announce¬ 
ment by Citicorp Investment 
Bank (Switzerland) that it had 
reduced its shareholding to 
17.7m from 25.7m. Dealers spec¬ 
ulated that Citicorp may have 
acquired the shares from Mr 
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Ephraim Margulies, the com¬ 
pany’s former chalimfln, who 
was last reported to have a 6 
per cent stake. 

Tbe Fitch Lovell share price 
increased by more than a third 
(78p) to 297p following news of 
an agreed £308m bid by 
Booker. The offer values Fitch 
Lovell at 308p per share. 
Booker fell 19 to 436p on the 
announcement 
Mr Carl Short at Kleinwurt 
Benson said: “The deal Is likely 
to have very little impact on 
eps (earnings per share) in 
1990, but the real Importance of 
-this move is that it considera- 
ely increases Booker's pres¬ 
ence in the attractive and 
growing food service area at a 
very reasonable price.” 

Sears firmed slightly as the 


APPOINTMENTS 


Group chief 
executive of 
Platignum 

Mr Robert Campbell has taken 
over as group chief executive 
of PLATIGNUM. Mr Stanley 
Cohen, who has been acting 
chief executive since the 
resignation of Mr Stephen 
Quinn on June 4, has become 
executive Joint chairman. Mr 
Simon Knott, previously 
chairman, becomes 
non-executive joint chairman. 

■ Mr Michael Steen has been 
appointed a director at 
GLOVERALL He was 
developments manager. 

D SHEAFFER ETON 
INTERNATIONAL has 

appointed Hr Mkdiaei 

Johnstone as chief executive 
officer of its operating 
subsidiary, Shaeffer Eton 
Holdings. 

■ Mr Michael J. ButddnsoD, 
managing director of 
MetalJgesellschaft, has been 
elected to the board of THE 
LONDON METAL 
EXCHANGE. 

■ Mr Michael Westacott has 
been appointed chairman of 
ABC DIRECT. 

■ Mr Walter Greaves has 
joined the manag ement board 
Of MERCEDES-BENZ (UR) 
with responsibility for 
passenger car sales and 


marketing operations, a new 
post He was manager, dealer 
operations, Ford of Europe. 

Mr David Thomas, previously 
director operations, becomes 
director, commercial vehicles. 

■ SAXET GROUP (UK) has 
appointed Mr Andrew E. 
Wcholson as managing 
director. 

■ Mr Alastair Livingston has 
bap** appointed THE ROYAL 
BANK OP SCOTLAND’S vice 
president and senior 
representative in Los Angeles, 
US. Hie was deputy advances 
manager, London. 

■ Mr Richard Watts, 
managing director of 
INTERPHASE 
INTERNATIONAL INC. has 
bees appointed vice president, 
international operations. 

CADBURY SCHWEPPES 
wholly-owned; information 
technology subsidiary ITnet 
has appointed Mr Simop 
Ricketts (pictured^ 
managing 

director 

from August 
20. He was 

general l 1 *%-■*** 


financial director and company 




central 
management 
services 

division, ,- 

British Steel add succeeds Mr 
John Taylor who has Joined 
Cadbury as marketing director. 

■ SEAL TECHNOLOGY 
SYSTEMS. __ 
appointed Mr 


Cardiff, has 
dr Gareth Luke as 


■ Mr Les Chatfield has been 
appointed B division managing 
director at BO VIS 
CONSTRUCTION. He is 
succeeded as deputy managing 
director, V division, by Mr Ron 
Davie who was divisional 
director to charge of projects 
at Canary Wharf. 

■ GILBERT ELIOTT 
CORPORATE FINANCE has 
appointed Mr David Bezesn 
as a director. 

■ Mir Vittorio Serafim, deputy 
general mana ger of Institute 
Mobiliare ItaUano, has been 
appointed to the board of 
INVESCOMIM. 

■ VALCAST PRODUCTS, 

Kettering, has promoted Mr 
Charles Sheppard to works 
di rector , and Mr Philip 
Haaddlne to director. 

■ Mr Barry Cozens has been 
appointed production director 
designate by IMI 
VTOLvSrHAMPTON METAL, 
which makes high-integrity 
ingots. He was works manager 
erf Metal Alloys (South Wales) 
which is closing down its 
master alloy production. 

■ HENRY BARRETT GROUP 
has appointed Mr Lindsay 
Mackmlay as a non-executive 

director. 

■ Mr Robin Howe, managing 
director of Munters, 
Huntingdon, has been 
appointed group vice president 


of CARL MUNTERS (Sweden) 
with responsibility for the 
deh umidificatio n business 
worldwide. He will be bared 
to the UK. 

■ HUNTERPRINT GROUP 
has appointed Mr Brie Hoh-oyd 
as managing director of its 
magazine and catalogue 
division. Corby. He was ehtof 
executive, Bowateris consumer 
and industrial packaging 
group. 

■ Fran August l Mr 
Christopher Brooks becomes 
managing director of SULZER 
DIESEL UK. He was with the 
marine division, and succeeds 
Mr David Stables who retires 
and becomes a non-executive 
director. 



Mr Christopher Burr (pictured) 
Ins beat appointed 
director of ASH & LACY. He 
was with European Home 
Products. 


company announced the sate of 
Mappln and Webb to 
USM-quoted Asprey for £75m. 
Sears will receive IS Vim new 
cumulative redeemable partici¬ 
pating preferred shares in 
Asprey. These will cany the 
right to participate in 17.5 per 
cent of the earnings of the 
enlarged Asprey group, subject 
to a minimum fixed dividend of 
4.5 per cent of the issue price 
of 405p per participating pre¬ 
ferred share. Sears followed 
the market, rising to 99p and 
settling at 98p, a net % higher. 
Asprey declined 15 to 390p. 

Mr Paul Deacon at Goldman 
Sachs said the deal was "a very 
sensible thing to do on both 
sides.” He added that Asprey 
would be able to use tbe royal 
warrant to help overseas sates. 

News that 29 jS per cent of 
Campari, the leisure and 
sportswear concern, had been 
sold by a Swedish businessman 
to Wing Tai. a Singaporean 
garment company, left the 
shares 24 better at 230p, after 
236p. Campari also revealed a 
40 per cent recovery in interim 
profits to £Ifon. 

Banters fell quickly as the 
market caught wind of a story 
that Goldman Sachs had 
removed the company from its 
buy list Mr Eric Philo of Gold¬ 
man to New York explained 
that the stock remained on the 
long-term buy list but bad been 
removed from the securities 
house's “focus list,” a small 
group of stocks chosen for 
their short-term value. Mr 
Philo said the shares had per¬ 
formed so well to recent weeks 
that they were now “too expen¬ 
sive.” Reuters foil 32 to 1282ft 

Id continued to suffer from 
the threat of industrial action 
on tbe part of its bmwmI work¬ 
ers. Traders reported overnight 
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selling to New York and the 
sh ares slipped 4 against the 
trend to iitssp. 

Oil shares ran out of steam 
after the recent very strong 
performance. Sentiment was 
unsettled by the easier trend in 
crude oil prices - September 
Brent was some 15 cents lower 
at $18.15 a barrel - and a 
downgrading of Shell OIL by 
Hoare Govett, the influential 
broking concern. 

The Hoare move hit Shell 
Transport shares, which 
dropped 6 to 479p on heavy 
turnover of &2m. BP dipped 5 
to 331p m 63m. British Gas 
were 2 cheaper at 223p on 4Sm. 

Higgs and HUI, the building 
group which fought off a near 
£I70m takeover bid by YJ Lov¬ 
ell earlier this year, raced up 
17 to 868p after some aggres¬ 


sive buying Interest from one 
UK securities house. 

STC, down 8 at 254p, under- 
performed the electronics sec¬ 
tor and the market with a large 
selling order undermining sen¬ 
timent in the stock. 

Cable and Wireless rose 9 to 
558p on 33m after the annual 
meeting, described as "upbeat” 
and the last chaired by the out¬ 
going Lord Sharp. 

A minor decline to interim 
pre-tax profits - down from 
£6.7m to £6.39m - from 
Eurotherm, the electronic 
equipment designer and manu¬ 
facturer, and what was Inter¬ 
preted as a very cautions 
accompanying statement, 
upset the Enrothenn share 
which tumbled to end 19 
at 251ft after 243ft 
The company increased the 



interim dividend from 1.75p to 
2^>p - "to reduce imbalance” 
- and said it would be "moni¬ 
toring our operations very 
carefully to coming months.” 
Analysts moved quickly to 
reduce their forecasts for the 
frill year. 

Results for the 28-week 
period from Securigard, the 
industrial cleaning to security 
services group, and a warning 
that one of Its divisions. Per¬ 
sonnel Services, "will not per¬ 
form up to expectations and 
will not contribute to profits to 
the frill year," left the com¬ 
pany’s shares floundering and 
58 down at 265ft 

■ Other Market statistics, 
including the FT-Actuaries 
share index. Page 23 
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LONDON SHARE SERVICE 


FINANCIAL TIMES WEDNESDAY JULY 18 19*0 


Latest Share Prices are avaitehta an FT'CtyljnfcJ'}? 

Share Code Booklet ring the FT CftyHne help dealt on orvsasglzs 
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profit after taxation and unrelieved ACT where applicable: 
bracketed figures tatlcatr 10 per cent or more difference If 
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12 Mto. Warranto..yf 

77 taxOd 10c... 


3.4(11.0 


16ft 0 8(725 
2dl5 4) 4.4 
O.7]106Hl9£li 


2aGrid&Baral2s>p..ft 
£10)r Gofd FieldsSX 5c.... 
637 Jo-burg Cons. 10c™ 

7ftMWdte Witlc._ 

BtnorcoSL40_ 

unarah Aes. ICb— yf 

rar Wlts2Sc-- 

OHSImlf.. . 

lh 


X Bj 2.ft26 b] 
2ft 3.2 175 r 
ftl6U 01 



Mines fto. 

Mto. Props. RL.^ 
roods 21 k_. 

OT «SaS!SfS:' 1 



fgQ26c L.OI 65 
1034c 21 4.9 
05 1.3 2.7 
M2Q9c 1.4 4 2 
ullOc 23 3.4 
06c 4 1.7 

1042c 22 28 


1Q45d 

Q768d 


£12! ^2 


2941-5 



t 

? 

U 

♦ 

9 


* 


n 

§ 

l 


calculated on “nil” distribution. Covers are based on 
"maximum" distribution: this compares groa dhr Mend costs to 
profit, after tasalNn. exftudlm ncesktanal proflts/taues but 
including estimated extent of ofHettaMe ACT. Yields are based on 
middle prices, are grassu adjusted to ACT of 25 per pent and allow 
for value of declared distribution and rights. 

Estimated Net Asset Values (NAVsl are shown for Investment 
Trusts, In pence per sharp, along with the percentage discounts 
(Did or premiums <Pm A to the currant pre-closing share price. 
The NAV basis assumes prior charges at par value, con v ertibles 
converted and wa r ra nto ocenJsed If dilution occurs, 
to "Tap Stock" 

• Hlofts and lows marked thus have been adjusted to allow for 

rights issues for cash 
Interim since Increased or resi n ned 
interim since reduced, passed or ifc fqiul 
Tax-free to non-mMenu on application 
Figures or report awaited 

Not officially UK UsUd; dnflngs permitted un der rule 
535(4X8 

KiSM; not listed on Stock Exchange and company not 
subjected to same degree of regulation as listed securities. 
Not officially listed. 

Price at time of 

Indicated dividend after pending scrip and/or rights Issue; 
cover relates to previous dividend or vomasL 
Merger bid or reorganisation in progress 
Not comparable 

Same Interim; reduced final and/or reduced earnings 
Indicated 

Forecast dividend; cover on earnings updated tv latest 
Interim statement. 

Cover allows for c o n version of shares not now ranking for 
dividends or ranking only for restricted dividend. 

Cover does not allow for shares which may Also mule for 
dividend at a future date. No P/E usually provided. 

U No pur ralw 

, Belgian Francs. FT. French Francs $9 Yield based on 
assumption Treasure Bill Rate Stas unchang ed until maturity of 
stock, a AnnuaIheo dividend, b Figures based on prespeem or 
other offer estimate, e Cents, d Dividend rate paid or payable on 
part of capital, cover based on dividend on full capital, g 
Redemption yield, f Flat yield, g Assumed dividend and yield, h 
Assumed dividend and yield after serin Iona, j Payment from 
capital sources, k Kenya, na Inurim higher than previous total, n 
Rights Issue pending q Earnings based on preliminary figures, s 
Dividend and yield exclude a special pa y ment- t Indicated 
dividend: cover relates, to previous dividend. P ft ratio based on 
latest annual earnings, u Forecast, or estimated annualised 
dividend rate, cover based on previous year's earnings, v Subject 
to local tax. x Dividend cover In excess of 100 times, y Dlvracnd 
and yield based on merger terms, z Dividend and yield Include a 
special payment: Cover does not nppfy to special payment. A Net 
dividend and yield. B Preference dividend pa ssed nr deferred. C 
Canadian. E Minimum tender price. F Dividend and yield based 
on prospectus or other official estimates for 1990-9L G Assumed 
dividend and yield after pending scrip and/or rights Issue. H 
Divid en d and yield based on prospectus or other official estimates 
for 1989. K Dividend and yield based on pnrapectus or other 
official estimates far 1990. L Estimated annualised dividend, 
cover and P/E hosed on latest annual earnings. M Dividend mid 
yield hosed on pros pectu s or other official estimates for 1988. N 
Dividend and yield cased on prospe ct us or other official estimates 
for 1989-90. P Figures based on prospectus or othra official 
estimates for 1907. 0 Gross, ft Forecast annualised dividend, 
cow and p/e based on prosp ect us or other official estimates. T 
Figures assumed. W Pro forma figures. Z Dividend total to date. 
Abbreviations: to ex dividend; x ox scrip issue; v ex rights; n ex 
all; to ex capital distribution. 


1.6) 5.7 
*153 



Australians 


WATER 


iWtaer£L._.fl 

l&jftnUjttrZOp,. 

IM Kan HfcfeL. 

West toner Cm. o 
L91 \ASh HorthudrtttWJtere 
Lb I 123 Severn Tram— -...e 
171 120 Soutttmi Water... ,e 
2031401s South Wen Water., o 
171 12/ Thames Water..... a 

19ft 142 Wetoh Water_a 

137 Wessex Water.....« 
142trofkiURWhurai9 




167m +3 
133m +3 




+3 


L1A33 ft 6ft 9 


601 
US-71 
U604 


U 52H 
05.43 


- 41 

4 7-1 41 

♦ 7.1 4 

U.4.85 ql E 7.3 4.4 

05.03 4 7.4 4 

07 43 I 7.9 4 

0511 2.2 7.0(75) 
06.76) ft 7 1 4 

.0 4 


416 


I I ^il — >»i- .41- 

wro west sue.. 

55#ACM50e_. 

34MCMGokf. 

1 VAauarliSExptoNL 

6 VArbow 50c. 

1 VAuQAX fits 25c .... 

37 UAeucEipln_... 

14*? 3HPGoMatam25c.. 

2 V Bdrracfc HUB.. 

7 u flart Com 5Q& 

31 VfioogaMlEl Etoa. 

LlalfBrunswick SL_ 

mjfCRASZ _ 

jSjpCeatrriPadffc . 

4^;(yCfc<ste Mbdna B.L.. 

2QV OeHa GoldSc - 

37jvDoralntcfl Mining...^ 
3jyOragee Mining. 


Hl77.7|58.9 


Xft265ftl0^ 




N9 ftio.a A - 


bib 
17W 

46 29|D0 a WarrMl.. 

94 79 5cto8lfttfc«'5p.. 
152 126 5cto Mart ATst_ 


11367068 

239.4CJJ 


K3.69 4ftl3LiaXS 


70-3114 6 


3.0)194-315.0 



lftWerdccfiPKlflp. 

eiAmBrltltol- 

45 Van EMy20p. 

6*2 MilMlctalrGQS.' 

34 VAUantis Acs.. 

2a Afivi Rpt/rieural-irf 
2 vBarckExerfflOc... 
600 VBow Vallert...^.. 

30 PBrufaeOU... 

660mrit. Borneo 10p^ y| 

JOjfflrtL PetMfMto 


OIL AND GAS 

ial..- 


Z7|gEfnperer Utaes.. 


lObub 


A A H36.9 


o-i H 


24. 


aesn 


97i M . 


91 


Ift 173-3(14.61 


lUiilWVDofcltfra mf 

1216 1106 DoZeruDtvPrf..,.’ 

21 16 Do Warrants.| 

10H 942 Sec AllianceT sl..i 
280 238 Srreftilarfcfl Ihp5QPl 
72 591/ SccuriUnTstScsL. 

131 IMh Select. AurtslDp . 

U4 97 Do Eg htt Le Seri.. 

L1A 97 ^Ll^UraUrattle 

238 197 Shires Inv. 50p. 

fllS*? LWi Do. UacCnv. La... 

45h 34*| SftmCi.Ta.hc. 

54^t 48*2 Do. 2m 0v Pf,..„.yj 

13b B^TOo. Wmtto....y 

142 lSoptrauh rart i n c nt ^.Y 

14ft L^Ettstlue Mv. TfL H y( 




AT HW.U 46.8 



£431, 



12457)153 


131C 
0.33 
2.82 

0 6ft Oft 133.4223 i 


S31 


Iflaiit 


011 %) 

lo3JB7 


IQ 2)253.4 
10 


OQH|U7V 
17«j 




132 


UL 


1U+L 

1471+1 


35ft 09 
lrtgiai 

178,^176 


61» 0o8 bpetn.91-96. t 

282 Calm Lflagy £L... y 
245 Cater Group 50p... 

liSCcxmry 10p.._. 

OT«P»vfon Cp» S3...- J 

WW1P.J 
Petfolefto^ft 
ICpuSO-33. 
id* Enorgr-. 

Oaur-Tek Rbl...j 

W A:3 

20c.. 

PttRLfl25t^ 
dirtjurflfi Wl.... y 
LFUK 12■« Ul 
552 EnunWseOiJ 
£90Apa%DD.io^BGzau,.« 

Bh fErtWttfl Rts. I- 
177 E*. Co. Loutalan k I 

CSlIiKS) Exhw|." 

I7S UU tfttftuatalL5&,y I5U] —1, 
a i7»nf9iiMiouub M 1 sS.j! 
24h V. Itflk SrvHuctf^Y I5 b -it 
sm 3K iCUol Nit ft*—. 42143 

im s9cooiPftSo. t «j-1 

247 mjCLMmunRE. M..y B3+i 

1H 8W*GulfstiumH«irJl 


-i LDH 
3311 -5 tl4.« 

-2 21 


3Qt^CM^Hwfie5& i ' 
SftGinb 


40d -^3.U - 


hs^-itoLdio^ - 


32 li 

£, a 


F*h\ 


a3 -2 
35 -2 
8 ■■«■* 
77 4 
£961 


1 “ii 


4 7) 19 6 1 

991 
101 


2 Q 4ftQ35) 


-w 


203 


■ 1.151 
M&.7ft 


oft 


"d 


“.c 

ay-i 

04 


MfrGnlU bs»cti20c. 
39wBtf33Bitt felfttltf 52- 
nJjsasifllttlno20c. 

2iiWJulia Mines ftl_ 

106fVXi4UsGU MaMBi,. 
50lftteeUtUrru25c... 
letafsExSOc^.— 
iMbwablLL 

MIMHMgsSOc.. 

Itaoletoia&attL. 
L! Barges 20c. 
_Rt INL... 
BJn,HlHPefco50C-. 
lbfeyPm Ami Utohra 25c.. 

83gfanam‘l25c..^. 

S^SFiragaRraraeoNL.- 

3yParingaMm.5p. 

^asmiACo__ 

ffcartRto.__ 

Pac.30ett„. 


02Jd 2-fl 3ft 10.7 


•K 

QlOkN 


1.71 


- 


taa20 

■OQ.Lc 


lO.Oj 


12ft I 
I2 6H2LC 


50c 

Exptoratfain.. 
GwsfiaNL.^. 
libera Pacific-... 
;sMieiog... N ... 

RH20e_ 

193|tVestfl KMlngSOc.. 
IJlWcshallmRaPa 20c, 


42 


■ 0$ 


+h 


+1 


171 


zaid 


Q7d 


Z02d 


UUbdd 


U*7M 


08q 


0284 


42 i H 


01 od 


4 


6.4 1.9 


L7U3.0 


M 


2ft 


i.ft 


l.ft 


1.1 


33 

9.0 


14 8 


2.1 


10.4 


5 2 


lftll.l 


2ft 


ou4 


02.54 



0304 


050d 


70234 


6ft A3 


5.6 


2.21 


1-71 


4.1 


13 


3.4 


93 


‘3 


4 S 


<$*B| 


64 


0J| 


Tins 

30lH7tr KJtm SHX....J 

lot., 

ifkaaStoL.—— 

l^Sungd BesiSHl_ 

W»M{ 


raw*gi5p.. MM . 
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HbceUaocous 


REGIONAL & IRISH STOCKS 

The following b a selection of Regional and Irish 
latter bring quoted In IriOi c u rrency. 


mortal the 


Crsig A Rtae£l 
Finlay Pkg. 5p 
Holt drra 25a 


u jy 


IRISH 

cjpsbsu.mi. 
9pcOoLe 1996.. 
Fin. 13% 97/02... 
Amotu.. 


£98%] 

LV6b\ 


CarrpJCP.JJ._y| 

Hall CR.&HJ. 

Hriton Hldgs..yff 

United Drug.....-., 


... i 


.. 


TRADmONAL OPTIONS 

3-month call rates 


n 

40 

7 

6 

62 

48 

37 

34 

21 

24 

48 

47 

13 


30 

42 

41 


Industrials 

Ained-iim.- 

Amstf jd— -.—. 

Astec(BSR)..... 

BAT. 

BOCGrp..- 

BTR. ..............■■ 

BvcfrfL'H'. ..m- .. ■■■—■■■ 

Blue ditto. 

Bonis. > .....m. ............. 

Bowatcrs. 

Brit Aerospace... 

firltht) Steel. 

BrlL Triraun. 

Codbuiys..... 

Durter Com... 

QimraUaloa.,.-. 

Conruulds... 29 

Enrotuwf. 55 

FKI. 7 

FNFC. .—■■■•■■■■■■■■■.—■■■ 20 

CesAccftnL. 46\ 

&EC. 18 

Glaxo. 

Grand Met,.-. . 

Goarplau.. - 

GKN.. 

Kamou.-_ 

Hawker 5kkL.~__ 

ia. 

I uUmLA 

I iWT wmTmin iiiniii^iuii 

Legal &Gen.. 

Ler Service....... 

UonSsOank..- 

Lucas tods.... 

Ilarks & Speorer. 

Midland Bk. 

hat Writ Bk. 

P&OBiS. 

Polly Peck.... 


fUsalEkct... 
RHM__ 

RankfbgM. 


19 

30 

70 


STC.. 


SfliKI. Beechani A. 

Tl. M ... 

T5IL-.. 

Tosco. 

ThoraEMt _ 

Trust Hours... 

tui 

V Wl k . H ■ ■ ■■■ ■■ ■■■ ■ . fpw ■ ■ 

Unilever^.... 

Vktars.... . .. 

Writeoeie- 


21 

9 


39 

11 

19 

62 

24 

18 

58 

19 

57 


Property 

Brit Lind.,_ 

Control Secs_.„__ 

Land Securities..^... 

MEWL 

Vnn.i»..i.. 

Mount lef gh„. 


32 

4 

45 

4S 

13 


68 

S3 


33 

20 

53 

99 

27 


5 

28 


13 

19 

24 

38 


Oils 

AriaPetltii__ 

BritPctrfiteun... 

BwmaJi OH___ 

ComwPttim. 

G»Ue Rb. - j*. 

P»«l« -- 4 

S*eil.-. 4Q 

Tuskarfcs.. . ^ 5k 

- A 


u 


Utbranur. 


39 


Mines 

Loretke _ 

RTt.... 















































































































































































































































FINANCIAL TIMES WEDNESDAY JULY 18 1990 


FT MANAGED FUNDS SERVICE 


Current Unit Trust Brices aw avaBabje onFTC^fina.To yre jge 
Unit Trust Code Booklet ring the FT CRyfind ItWp 4»K °° 


AUTHORISED 
UNIT TRUSTS 


js ar-'W 


rnst ■ 




Mb* Unit Tst Mima Q«inH 

Aft UaaAmIhh * <* — - —* 

wnnoBiwRn^ oauviiorDuiii 


045717373 


Americ an femme ..^6 SON 50 75 
fiftlB & Fluff Ifftfa 109 ICS 9* 
Hlfe fee Earity . 6 136J 1J6.3* 
Wmftowlfe Scoff 6 IMG UM 


Ane n c te lCiOwtt_ 6 1856 1H7J 199.2 -0.7 U7 

AslanIWfk_ 6 142.9 14b8 155J -06 0.00 

AsmSiEnlnai ..6 2604 164 4 174 8 *03 £77 

CaoKzJAemAcc.-.O 93.72 93 72 93.91 «OZ7 780 
CapHtl RSNnvhK ..0 78 77 79.77 7&93+OZ57« 
Comtftyi Energy. . 6 9QJ51 92.74 99 43-071000 

Write* fli Growth. 6 46.75 470045005.4.42 

1992Entenrtoi_...6 6334 64 bfl 6600 +0 6 195 

Em Croft* Aec_ 6 102.7 104 1 110.7 -14 009 

EmCaplunnc 6 *»S7 9983 1062 -18 DOT 

Central_ 6 100 4 1838 196.9 *0.6 2J6 

UftertatiQoal_ _ 6 6L65 62.46 6644 0 0 75 

Jaw_103 7 IW3 111 Z -0_3 080 

lUMVBtt_ 6 9033 90$3 9682 + 6 £ 133 

UK Growth Ace_ 6 178.1 285 9 297.7 #£LS 2-51 

UX Growth D«SL_b 1164 121 4 1291 +0J 2.51 

LTSEmfr^iiigCot ...6 5904 6L29 6528 -048000 
fecaaiv&Growth ..-6 3002 3134 3333 +L7 3D8 
ElMcri_ 6 40.03 49JftM 5Z.44l40UU.91 

Attrast M tog em M it Lid 0200M 

IOObbbdes T«tm. Aberdeen AB9101 0000 BUKO 

Amirfec£Growtti..5ft|J166 31.75 3J.90HJ 


110.7 -2 4 
106.2 -1.5 
195.9 *0.6 
6644 42 
1111 -03 
96 82 +60 

297.7 #05 
1291 *0J 
65 28 -C48 
333 3 +17 


kwiShlphy^Ca^f^gaW. thjt 

Sag~ fe si sbbsL; &smei^ as ss s« ss * 

SHh^mJSlRwr* a on-ww* E*fltc st y Unit M wh lm aowm 

JramGrom_11194.4 194.4 ZOIaT-^i 15.56 to Road, CbcnnftvnGL537l8 

toZExShtt Murom* Ct Ltd 0200JH UK Bdiiraff lie_6 95.47 9?JJ* 

SSS^Sf^>ISiSS«n«3ATJl^071-2474542 UK BaUnCad ACC —.6 10«8 107.1m 
155ABaffliSDTft St Jnjbdb UKGnswttAce-b 1407 1522 

SSfaSt ^ “= uiSw.os 3a >2 18®J 

(taatm (Mid b£J* I*aj 711ft ^ Jg CsroBemAcc_ «U90L»« 

ff^ iEa-^ 5!S Si Sg 4 Mj]U UK M4 FI toe ....6 «» 49Mto 

C&ccai UolfcJ — SU SISJ ub m* F | 1*53 

Ss—VEIT,--?> iKJ 253 ; +18 • S HHIStesStUte *_.6 45.03 45.03 

ffiSSK'-'SS WOT TO7 EretamUlOpB-b 5S« W«B ! 

HSSSTfE^.— 5E ma LN -2 I 47 A -DJ loo Eicm LU noooff 

smkrCo*..-5> jrc? 1 WJ 1 U^M 2 |J 2 cmtHO, Knoll Rw.MaHai. BR60M QU97DS3S 

UC33U1 URlH) — si 115 I DtooTfRM—4l»3 15&9 170.«l__..l - 

—“j 5 S .22 mH 3j 8 5! IS Endurance Fund IR aim iw iirel Ltd (0905)F 
5 S 5 taSSiP*i '.._3 «rJ 1 .wJCIK U<m e itorbg pabrim.ImtaW7<wu muni 

teraoe Unit Tst Hanmt Ltd (0905}F En&nnH-SllttiO 147 7 1S7.1I... _l 2.29 

117 FfoSarr* St, Locttoi EC 3 M SAL- EqaltaMc (Juft Tlttst BSangefs Ltd (1U01F 

SWT tart urn ■ nTT57.1* 57 lb J6O0HJ»fe» W^tasSL. Artetoftete m»217QB 0ZK431«0 

CCF Foster BrsrttiwAite UT Mfifit aiOOJF Eurmu.. —.3(61.94 

imifFitarcYart Ls^CCfiSEl 1MX 071-4073966 -?bS733 


efiStefS 

CFH IMtTst Mum Ltt-Contd. 

ft e ioorofl__ 3 2364 2364 S10102 1J9 

teine---3*1 55 34 44.34 47.11 -4® 

MfrApCn_5 7SJ9 75J9 79.91 -m - 

Ttffco_5 198.4 198.4 2103 -1.9 - 

Eiflfo Star llolt Mws LM QO<H»H 
Baft Road, CbcTtatan U5371A 

UKBJllMCfflcc_ 6 95.47 973M 

UKDaUneaffAce ^.6 1048 107.1m 

UKGnnrtA Acc_b 148.7 1522 

UKNI^l lacfeK__ 6 1083 1105 

NthAnartca A « m ...6 7729 78.97M 

FarOovnAoc_ 6 127.1 128 98 

Conacean Aoc .^,.^.6 129 0 137 4 

UK Pntff A FI bR ....6 49 50 49 5M 

UKPrrfA FI Ace ...6 6693 66.43d 

>ntf Spec 5ttS Act_ 6 45 03 45.03 

E atfaw aa iU I Ope 6 5182 54.93 ! 

Elm LU QOOO)F 


Steps ss*- 1 ® 


«« 


Ms Met 


OChr+irIM 
Mo - ft 4 ! 


cSSSfE ES + - v ^ 


te 


r9S 


fss 


dotal Asset Mam8meatQ280}F 


GAM SMbig Mj 
125tiEsa'sPta4 
€AN Eft Incite] 
QAM l&Union] 

GAM UK Spec l« 
GAM UK SOW AS 
GAMCEotmaU 
GAM EEmptmAd 
fiAMHJgalDCO otto 

GMlIMMKMd 
GAM teAmcrlai 
GAM HttAao Abc] 
GAMFmEblIic^ 
G4M Far Eatttafl 



U4 

m 07] 
3S977M3&L671 


136*14517 
WO0 25426 
1418115CL86 
MOb 152.19 
lfrU7tfU082 
ll385dE2LJ2 
U68514U9 
12653 16652 
17091 182-82 
271.90182-87 


DoCAgcsbI, 


sggs 

Cfliog 

^8S5_52 


Do J 

Japan Crotdh. 


DoiAcom) 


5982 59-a 

Hlgn Income Port ..™314731 *0^ 


Enftmct Fuad — EMy e uiw t LU (0905IF 
41 Harrlfl^KiM Cantes, londoa SW74JU 071-373,7261 
En&ranFd-51146.0 247 7 157.ll... _ 12.29 




1 White AartVatff. 


SE11NX 


_ _ 5U9131 9152 97 6 R 


Euvflpanlacsfu_5G 8003 8805M93 99-073 L39 

_1 761.6 761.64786.7 94 0 322 

tram _31» 177.9 177.9M188L2 +2.7 459 
lacrtoa34« 3040 3040 402.9 -U L4J 
Pacific,. 3^* 264 6 264CM276 9 -15 0-00 

cane._51i 4323 43 23M4615 «O0l SJO 

62.98 63 3&M67 86 42i 0 DO 
pTm _5 129 4 1350 i*«J *0.2 1J9 



BsCttviEW-M 62.98 
U»Tm_5 1294 


Fuad 1st* Tst ACC,. 5 Z>46 213 J 227J+03 L29 
GUI A Ftad bst _SVi 16.44 1687M 1801 4)03 1359 

taUteome_62-21 6Z21M6641 *0J« 4.41 

Jaou__ 5** 1745 174 5 1B58-L6QOO 


taUteome_S 62.21 62.23i 

Jaoaa_St 1745 174 5 

ftetffc_ b*m 4287 42.92 

SnMbr ftM^u ff u .JV 51.00 51-00 
SpgiilSlmkMi ..S^e 63.92 63.92 

UKGrCWtA_V- 37302 

World CititaUi.. 5ti »9Z 55.92 


6641 43J4 4.41 
1058 -L 6 0 00 
<5.97 -Di3 0i» 
54 44 *015 102 
68 24 +04 2 060 
40.79 *024 159 
59.70hO Ob 0 OD 


World Growth .~. 5t+l»9Z 55.9Z 5r9.70W06D OD 

Aura Ifirft Trvst Mmagn LU OKKUT 

1 White Hart Vff, Looipa Bridge SE1 

EthtaiTii_5|I04.2 1086 

EKteMTstAcc_51106 2 1100 

ton Fond llanagcn LM (X 000 IF 
PO Bov 201, IfdtSriUJii. Kent 0R34U0 aaz-6633003 
UK Emstty Income „.6 S3 36 54.12 5>-57 «QJB b OO 
UKEocrfUGrowUi. A 49.72 5058 5380 <0® 6 JO 

braes*_ 6 46.60 47.25 5026 -019 210 

MAAmtrteKT_ 6 43 20 44 05 4686-0713 69 

Far Easton_ 6 47.47 4*63 SL73 +006 1 60 

Filed Interest_ 6 46.90 4695 49 94 +0 2* 1133 

laffv LhM Gift _ 6 40Q3 48-23 5L20 *Q&> 3-30 
Vamcy_^-..-0 SL04 5184 51041+0021 - 

Aegis Unit Tst Mngnrt Ltd 04WJF 

94WMteladte8d,BrKtal.BS81QX 0Z72Z37593 

bstlGfMlr.....6 53.29 5352 56.94 *051 L50 

ManagedloQorDeb -3 45.71 4631M47.70 *C13 5 00 
CAUEulalftKtaTrK_S 4550 4759 9009 «0J2 102 
CUk 8 hlte*yAK^..S 4759 49.60 52-30 +013 182 
Qsltcn PnmPerf ...6 52.62 54 00M57A5 4)31 S-hO 
O&mWnmhfUkL-^k 53J3 5452130 00 +0X 100 
Gtabd5MtoPWlvi^> <563 <6 394 « J5-a_13 3 00 
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FOREIGN EXCHANGES 


Dollar waits for Greenspan 


ECONOMIC DATA and the 
half yearly Hnmphrey-Hawkms 
report to the US Congress by 
Mr Alan Greenspan, rhahtnan 
of the Federal Reserve Board, 
are likely to make tins a test¬ 
ing time for the dollar. The 
currency lost ground yester¬ 
day, mainly on interest rate 
factors, but there was little 
reaction to a widening of the 
US trade deficit in May. 

Trading was thin as atten¬ 
tion focused on today’s con¬ 
gressional testimony by Mr 
Greenspan. Dealers will look 
for any indication of easier 
credit policy. Last week the 
Fed chairman mentioned possi¬ 
ble easing and this was fol¬ 
lowed on Friday by signs that 
the target rate for Federal 
funds has been cut by Vi point 
to 8 per cent. Yesterday's 
action, adding S2bn to the New 
York money market via cus¬ 
tomer repurchase agreements, 
was regarded as technical. Fed 
funds were trading at 8 per 
cent at the time. 

A rise in May US exports 
failed to offset higher oil 
imports, but the market was 
reasonably content with an 
increase in the trade deficit to 
$7.73bn from a revised $7.31bn 
in April, even though the fig¬ 
ure was higher than expected. 
Dealers said that as long as the 
trade gap remains in single fig¬ 
ures the market is unlikely to 


show much reaction. Data on 
US industrial production and 
capacity utilisation also left 
the market unmoved. 

The fell to DML6460 

from DM1.6530; to SFrl.4060 
from SFrl.4170: and to 
FFr5.5200 from FFr55450, but 
rose slightly to Y14B.35 from 
Y148.Q5. The dollar's index was 
unchanged at 65.7. 

Sterling traded steadily 
against full members of the 
European Monetary System 
and improved in terms of the 
dollar, but failed to fulfil specu¬ 
lation early in the day about a 
possible break through DM3.00. 
It touched a peak of DM2.9975, 
prompted by demand from the 
Far East, before failing back to 
close unchanged in London at 
DM2.9S35. The pound also fin¬ 
ished unchanged at FFr10.0025, 
but fell to SFr2.5475 from 
SFr2.5575, while rising to 
Y268.75 from Y267.00. Sterling 
gained SO points against the 
dollar to SLS120. The pound's 


Index rase 0.2 to 94.0. 


The Swiss franc rebounded, 
after weakening on speculation 
about an easing of the Swiss 
National Bank’s monetary 
stance. Profit taking in long 
D-Mark and dollar positions 
against the franc pushed up 
the Swiss currency. Sentiment 
was also helped by a narrow¬ 
ing of the June Swiss trade def¬ 
icit to SFr516.3m from 
SFrS89.0m. The Swiss franc 
rose to DMI.1705 from 
DM1.1665 at the finish of trad¬ 
ing in London. 


High yielding currencies 
remained generally firm, with 
lish peseta 


the Spanish peseta and Italian 
lira around their limits at the 
top of the EMS exchange rate 
mechanism. 


The Australian dollar rose to 
79.00 US cents in Sydney, and 
closed around that level in 
London, compared with 78.25 
cents on Monday. 
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INTEREST RATES eased in 
London yesterday, despite a 
larger than expected UK public 
sector borrowing requirement 
in June. Sentiment was helped 
by sterling's steady perfor¬ 
mance against the D-Mark. 
Three-month interbank was 
quoted at 14H-14S P® 1- cent 
against l4|H4g, while 12- 

month money declined to 14ft- 
14ft per cent from 14&-14&. 

Short sterling futures weak¬ 
ened on the PSBR data. Decem¬ 
ber delivery opened firmer at 
86.39 and touched a peak of 
86.43, before falling back to 
close at 86.32, compared with 


UK deartaa bask bass indag rats 
15 per eat 
tram October 5 


8&36 previously. 

Day-to-day credit was in 
fairly short supply on the 
money market. The Bank of 
England initially forecast a 
shortage of £70Qm, but revised 
this to £750m in the afternoon. 
Total help of £522m was 
provided. 

Before lunch the authorities 
bought £156m bills outright, by 
way of £50m Treasury bills in 
band 1 at 14ft per emit; £31m 
hank bills in band 1 at 14ft per 
cent; and £75m bank bills in 
band 2 at 14ft per cent In the 
afternoon another £20lm bank 
hills were purchased in band 2 
at 14ft per cent. Late 


assistance of around £165m 
was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £44 lm, 
with Exchequer transactions 
absorbing £310m, and bank 
balances below target £10m. 
These outweighed a fell in the 

note circulation adding £65m 
to liquidity. 

In Frankfurt call money was 
unchanged at 8.075 per cent as 
banks waited for today’s 
allocation of funds at this 
week's securities repurchase 
agreement tender. The 
Bundesbank has set a 
two-tranche tender, offering 
27-day and 63-day money at 
variable bid rata. Two earlier 
facilities totalling DM19.2bn 
expire today and banks hope 
that the tightness of the 
market will encourage the 
authorities to provide a net 
increase in liquidity. 

Banks reserve holdings at 
the Bundesbank rose to 
DM63.4bn from DM59.4bn last 
Friday, boosted by high 
Lombard borrowings, and fay 
money from public authorities 
- estimated at around DM5bn - 
diverted into the market by the 
Bundesbank. The funds from 
mblic authorities have been 
in the market so far this 
week, and although Lombard 
borrowings fell to D3l4.6bn 
from DM7. lbn yesterday credit 
conditions are expected to 
remain tight. 
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Interbank Bid 
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Sterling CDs.. 
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Discount Mkt Ovs.. 

Corapav Deposits 
Finance House Deposits 
Treasury Bills (Buy)..... 

Bank Bills (Boy). 
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Dollar CDs... 

SDH United Dcp. Offer, 
SDR Linked Dep. Bid ... 
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LEEDS KMWOT BUUH3 9XVTT 


£200,000,000 


Floating Rate Notes Due 1994 


Interest Rate: 15.0625% 


Interest Period: 

17 July, 1990 to 17 October; 1990 

Interest Amount per £5.000 
Note due 17 October 1990: 
£189.83 


Interest Amount per £50,000 
Note due 17 Octdbci; 1990: 
£1^98^9 


Agent Bank 

Baring Brothers & Co, Limited 



TELE PHONE: 071-828 7233 
^TSE 100 


WALL STREET 


July. 2420/2430 -6 

Sept. 2470/2480 -8 . -___ _ ^ 

5pm Prices. Change from previous 9pm dose 

WELL DU) YOU JUDGE THE MARKET? 


July. 3000/3012 +4 
Sept. 3018/3030 -f4 
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SERVICE YOU DESERVE 
FROM YOUR BROKER? 
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Sharp cue ( 6 ) 

The language when a tennis 
ball is out! ( 8 ) 

American rtramaHwt marie a 
certain person rick (6) 

Once a week? (8) 

Make an artistic impression, 
and so forth, with pencil (4) 
City shrouded In mystery? 
(5) 

Some compatriots arraigned 
Nicholas, for examplp ( 4 ) 
Miserable from record bring 
played well after normal 
hours ( 12 ) 

Describing a flop in tuber 
production (12) 

Book works ( 4 ) 

Mostof burning forest ( 5 ) 
Icelandic tales (some printed 
daily) (4) 

Rest after solid hay-making 

(8) 

Measure jacket (6) 

One in York, for eramr iio jg 
a clergyman (8) 

Worker let loose in drive (6) 

DOWN 

Goes on to make profits (8) 
Cloudy? Some balls turn! (8) 

Ttarirri fin tKn /a ' * 


7 Eat laughingly, you say? 

8 Country complexion? ( 8 ) 

11 sa y> whan: tea 

kids? (7-5) ' 

15 Plant disoQFVQred (5) 

16 Phgbt of country (K : 

IS Turning in, Bede to be b 

good mtmk (g) 

19 Little Margaret, a dope 
haps — one who lets oul 
dutch on a ww m\ 

21 Qiaos of a month over 
border (8) 

22 L ift ed from chop py So 

( 6 ) 

26 The day Johns- C inri^ f 

__ his rents? (4) 

27 Cucumnavigatoir by ann 
name? ( 4 ) 

Solution to Puzxle lte .74 
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Prices of leaf Drought down 
- this mice only? tfjs) 
Possesses snow-plough (4) 
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WORLD STOCK MARKETS 
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No FT? 

No problem in Japan 


Keeping up with the news when you 
travel to the Far East used to be something 
of a challenge. The world seldom stands 
still. These days, in feet, just a few hours 
can be enough to change history for ever. 

Happily for FT readers, staying in 
touch is now no longer a problem in 
Japan. 

Because we now publish in Japan six 


days a week — transmitted overnight fay 
satellite direct from London, and printed 
locally for the start of the working day. 
Ask for your copy at the hotel or on the 
news stands, in Tokyo or in other major 
Japanese cities. 

If you’re a resident, we’ll hand-deliver 
the FT to your office in central Tokyo, 
first thing every day. 


call Tokyo (03) 2951234 now 
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AMERICA 


Continued resistance at 


3,000 sends equities lower 




CONTINUED resistance at 
3 ,000, and a negative reaction 
to earnings from United Tele¬ 
communications sent the Dow 
Jones Industrial Average mod¬ 
estly lower yesterday morning, 
writes Janet Busk in New York. 

Having initially edged above 
the 3,000 level, the Dow then 
slipped back. At 2pm, it was 
7.18 lower at 2,95257 an active 
volume of 112m shares. On 
Monday, the Dow bad closed 
1955 higher at 2,999.75 having 
traded above 3,000 for long 
periods during the session. 

Although the round number 
of 3,000 has no significance in 
technical terms, it has consid¬ 
erable psychological power. 
Typically, when the Dow 
approaches a point like this, it 
can take days for the index 
finally to break above it 

The Dow made its first 
breakthrough during the trad¬ 
ing day last Friday, as the US 
Federal Reserve confirmed that 
it had eased monetary policy. 
However, on both Friday and 
Monday, the index failed to 
close above the magic level - 
although it was dose on Mon¬ 
day. 

The market, currently, is lit¬ 
tle influenced by anything else. 
Yesterday saw the release of 
May figures for the US mer¬ 
chandise trade deficit as well 
as June figures for industrial 
production and capacity utilis¬ 


ation but there was little 
response. 

The only other factor mov¬ 
ing the market are corporate 
earnings, as companies 
announce their second quarter 
results. United Telecommuni¬ 
cations appeared to attract a 
lot of investor attention and 
was cited by dealers as a factor 
dragging the broad market 
lower despite the fact that its 
problems are specific to the 
company and do not reflect 
wider problems in the telecom¬ 
munications industry. 

UT dropped $6% to $31% on 
earnings per share of 18 cents 
for the second quarter com¬ 
pared with 43 emits a share in 
the same period a year ago. 
However, these earning s were 
significantly impacted by non¬ 
recurring charges of $72m or 18 
cents a share. 

Commercial bank results 
were mixed. At the encoi 
ing end of the range, N< 
jumped $% to $37% and Wells 
Fargo added $1% to $80 follow¬ 
ing their earnings announce¬ 
ments. Bank of New York, in 
contrast, fell $1% to $27% after 
reporting that its earnings 
were off 39 per cent from a 
year earlier. 

There were positive 
stories from Honeywen, wj 
jumped $2 to $109 after report¬ 
ing a leap in its income from 
cantinning operations of 54 per 
cent from a year ago, and from 
Coca-Cola, up $1% to $46% on 
an 18.6 per emit rise In second 


quarter earnings. 

Chevron added $% to $75% 
following PennzoITs disclosure 
that it plans to increase its 85 
per cent stake to just less than 
10 per cent by purchasing an 
additional 35m shares. 

Rite Aid added $% to $37%. 
An Ohio judge threw out a 
bribery case on Monday 
against the company and its 
president, arguing that the evi¬ 
dence presented was insuffi¬ 
cient to put before a jury. 

First Brands gained $% to 
S28% after a US press report 
quoting its chief executive as 
saying that a definitive agree¬ 
ment would be reached within 
the next few months about the 
company's sale. Two large US 
consumer goods companies 
and several foreign companies 
have expressed interest in 
acquiring the company, accord¬ 
ing to the reports. 




TORONTO stocks extended 
early losses in featureless trad¬ 
ing at midsession, pulling back 
after its recent gains. The com¬ 
posite index lost 24.4 to 3,614.4 
on volume of 11.37m shares. 
Declines led advances by 235 to 
207. 

Among active issues, Inco 
dropped C$% to C$35%, Gulf 
Canada eased 03% to C$15%, 
Alcan slipped C$% to C$27, 
Laidlaw fell C$% to C$27% and 
Horsham weakened C$% to 

cno%. 


ASIA PACIFIC 


Arbitrage buying offsets 


scare over higher rates 


Tokyo 


INTEREST rate scares jolted 
investors yesterday, but last 
minute arbitrage buying took 
share prices higher by the 
close and gave the market its 
fifth consecutive gain, writes 
Michiyo Nakamoto m Tokyo. 

After a promising start, fol¬ 
lowing another record close on 
Wall Street overnight, the mar¬ 
ket then lost upward momen¬ 
tum towards midday amid 
rumours of an increase in the 
official discount rate. Dealers 
buying in arbitrage with the 
futures market just before the 
close, however, saved the day 
and the Nikkei closed up 150.55 
at 33,17258. In intraday trading 
the Nikkei had fallen below the 
33,000 level to touch 32568.73, 
while the high for the day was 
33.177.7L 

Gains led declines by 505 to 
407, with 217 issues unchanged. 
Turnover rose to 600m shares 
from Monday's 580m. Trading, 
however, was concentrated in 
the earlier session and turn¬ 
over of 400m shares in the 
morning tailed off to about 
200m for the afternoon. The 
Topix index of all listed stocks 
gained 7.15 to 2.4075L In Lon¬ 
don, the ISE/Nikkei SO index, 
however, eased 158 to 1,797.64. 

Yesterday’s rumours of 
higher Interest rates came at a 
time when investors were 
beginning to feel more confi¬ 
dent that domestic rates would 
not rise in the imm ediate 
future. Interest' rate rumours 
were having an exaggerated 
effect because of the current 
lack of Institutional activity, 
said Mr Christopher Leighton 
at Schroder Securities. 

Rumours about a rate 
increase emerged as the differ¬ 
ential between the rate for 
three-month certificates of 
deposit and the official dis¬ 
count rate approached 2.5 per 
cent The Bank of Japan has 


hinted previously that it would 
raise the official rate if that 
gap widens to 2.5 per cent, said 
Mr Hiroshi Taguchi at Nomura 
Securities. 

Yesterday’s weakness was, 
nevertheless, just a “blip in the 
market’s fortunes," said Mr 
Leighton. Although the gain in 
the Nikkei yesterday was 
entirely due to arbitrage in the 
last few minutes of trading, the 
gradual increase in volume 
and in institutional activity 
were clear signs that the mar¬ 
ket was in for a better pbase, 
he added. Buying interest was 
also shifting from smaller 
stocks to the more heavily cap¬ 
italised issues which trade in 
larger volumes. Yesterday, the 
second section was hit by prof¬ 
it-taking and the index fell 
45.66 to 4,43150. 

High-tech issues succumbed 
to profit-taking after Monday’s 
gains. Fuji Photo Film, how¬ 
ever, maintained its popular¬ 
ity. Trading in the issue was 
suspended at one point to 
restore order to the market 
after it rose Y80 to Y5,000. The 
stock dosed up Y30 at Y4550. 

Likely beneficiaries of the 
huge amount of public invest¬ 
ment being planned took the 
place of high-tech issues as the 
market favourites. Toda Con¬ 
struction, in second place on 
the actives list with 15.7m 
shares traded, gained Y80 to 
Y2.450. Maeda Road Construc¬ 
tion, which depends on public 
investment for 66 per cent of 
its business, rose Y140 to a 
record Y3.L80 in active trading. 

Paper and pulp companies, 
which have lagged behind the 
market, were also pursued. 
Speculative activity in Honshu 
Paper also attracted interest to 
the sector. Honshu added Y60 
at Y3.410 and Qji Paper gained 
Y50 to Y1.170. 

Interest in medium-sized 
issues supported a firm gain in 
Osaka. The OSE average rose 
15951 to 36,72959 on volume of 


73.1m shares, up from Mon¬ 
day’s 625m. 


Roundup 


CORPORATE activity domi¬ 
nated Singapore yesterday. 
Seoul was closed for a public 
holiday. 

SINGAPORE retreated after 
a string of robust gains. The 
Straits Times index lost 450 to 
1,571.04. Volume was little 
changed at 105.6m shares, 
worth S$241.8m, against 
1095m, or S$2535m. Develop¬ 
ment & Commercial Bank rose 
3 cents to SS157 on rumours 
that a 20 per cent stake in the 
company held by United Indus¬ 
trial Corp will be sold to a 
Malaysian buyer to help 
finance UICs recent takeover 
of Singapore Land. UIC was 
suspended. 

KUALA LUMPUR edged up 
to a new record high in specu¬ 
lative trading. Tbe composite 
index rose 0.61 to 63L13. 

AUSTRALIA firmed on 
domestic buying. Tbe All Ordi¬ 
naries index climbed 155 to 
1,624.0. AdSteam fell afresh, 
losing 7 cents to AS4.08. Its 
heavy drop has prompted an 
inquiry by the stock exchange. 

NEW ZEALAND closed 
firmer though off the day’s 
highs. The Barclays index 
added 5.81 at 1,910.66, after 
touching 1525. Turnover rose 
to 11. lm shares or NZ$2L7m 
from 75m or NZ$155m. 

HONG KONG was weak. Tbe 
Hang Seng index fell 24.91 to 
3,46354 and turnover slipped to 
HK$15bn from HE$25bn. 

TAIWAN rebounded on 
active buying of small and 
low-priced stocks. The 
weighted index finished at 
4518.41, up 10856. Volume rose 
to 8255m shares or NT$37.02hn 
from 709m or NT$3252bn. 

MANILA advanced in spite 
of Monday's earthquake. The 
composite index gained 557 to 
897.17. 


Latin bourse turnover hits the headlines 


Williai 


volume 
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FRANCE apart, Europe’s Latin 
markets hit the volume head¬ 
lines in the quarter to June, 
and in the month itself The 
growth of stock market turn¬ 
over in Italy and Spain owes 
something to national market 
rotation, as international 
investors pulled away from the 
West German market, flirted 
with France and Switzerland, 
and returned to the UK. 

However, economic perfor¬ 
mance had a lot to do with the 
flow of funds. Two of tbe stron¬ 
gest performing markets in 
May, Switzerland and the UK, 
were characterised by sharp 
currency rebounds after a pro¬ 
longed period of relative weak¬ 
ness; Italy saw a 1 per cent cut 
in the discount rate in May; 
and Spam's success is based on 
prognostications which may, 
or may not, come true. 

The outstanding perfor¬ 
mance in June was Italy's 34 


per cent jump in turnover. Mr 
Roberto MoreUi of County Nat- 
West WoodMac, which pro¬ 
duces the figures, says that 
L250bn ($2Q6m) to L3Q0bn a day 
has been a recent norm in 
Milan compared with only 
LlOObn to L150bn in the early 
spring of this year. 

Italy has had the World Cup 
to focus attention on the coun¬ 
try; the passing of the Amat o 
law, bringing corpor ate reform 
to its banking system; a revival 
in the heavily traded insurance 
sector; local elections in late 
May which indicated no threat 
to the national coalition gov¬ 
ernment; and, above all, eco¬ 
nomic success reflected in a 
supplementary budget and a 
new government plan. 

Spain's equity market saw a 
sharp recovery in April, sus¬ 
tained in May and improved 
upon in June. Mr James Cor¬ 
nish, an international strate- 
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estimated. 

Some fflurea may bo rovtesd- 


gist with County, says that 
investors are expecting, firstly, 
inflation to come down and, 
secondly, that the Bank of 
Spain will be able to lower 
interest rates accordingly. "We 
feel that the first is probably 
true, and the second probably 
not," he remarks. 

The disappointment of the 


quarter, probably, has been 
France’s short-lived honey¬ 
moon with the international 
Investor. Mr Cornish notes that 
at the end of May, President 
Mitterrand made a speech 
designed for his and his gov¬ 
ernment’s traditional left-wing 
supporters, talking about soak¬ 
ing the rich, raising capital 


gartre tax and increasing the 

Tntnimnm wage. 

France's economic success 
would probably have L out¬ 
weighed the fact that it was 
achieved by economic policies 
winch its Socialist government 
hag found embarrassing, espe¬ 
cially at the level erf its . grass¬ 
roots support. However, the 
short-lived strength of the mar¬ 
ket in April was met by a ware 
of new issues, and while inves¬ 
tors are digesting those, they 
have less money to spare fin; 
the secondary market. 

Mr Cornish also explains a 
major revision to the Swiss fig-, 
ores for May, estimated when 
there had been a surge, of. for¬ 
eign business into the top ,20 
stocks in the Zurich market 
County extrapolated this tote 
toe rest of the market, bat it 
turned out later that votarne 
elsewhere had been much leas 
buoyant. 
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Financials stay strong in selective trading 


SELECTIVITY by sector was 
again a common feature of 
bourse trading yesterday, with 
financials mostly staying 
strong, and industrials weak, 
writes Our Markets Staff. 

MILAN had little fresh news 
to go on, and unease that the 
still unresolved financial diffi¬ 
culties of a local broker, Lom- 
bardfin, would force it unload 
more stock hung over the mar¬ 
ket. Some analysts expected 
the market to mark time this 
month, since the modest num¬ 
ber of rights issues due in Sep¬ 
tember would not require the 
big four corporate groups to 
orchestrate the traditional 
August rally. The Comit index 
rose 551 to 73650. 

Fiat and other shares in the 
Agnelli group remained under 
pressure as foreign investors 
continued to switch out of 
auto-related stocks following 
the recent unfavourable car 
sales data. Fiat tell L190 to 
L3570 and Magneti Marelli, its 
car components subsidimy, 
was L5 lower at LI 544. com¬ 
pared with its year’s high of 
15.400. 

But Fiat’s weakness was par¬ 
tially offset by continued 
demand for banks. Mediob¬ 
anca, which had been sold off 
in recent months on fears that 
it was losing its power broker 
status, was now being bought 
for its earnings potential at the 
operating level rather than for 
its former attraction as a qua¬ 
si-investment trust. Ms Mel¬ 
inda Diamond of Baring Securi¬ 
ties said that Mediobanca was 
likely to win a substantial 
share of the underwriting man¬ 
dates for the partial privatisa¬ 
tions of the state-owned banks, 
which could occur as early as 
next year. Mediobanca climbed 
L360 to L21.050 and savings 
shares of Banco di Napoli, 
slated for partial privatisation, 
jumped LI530 to L21.850. 

PARIS was reasonably 
active, though trading was con¬ 
fined to a few stocks. Tbe CAC 
40 index ended 351 better at 
2,019.50 in trading estimated at 
between FFr2-25bn. 

Lafarge Coppee, the cement 
company, jumped FFr16.6 to 
FFr477.10, with 396540 shares 
changing hands, following 
news on Monday that it had 
taken control of East Ger¬ 
many's largest cement pro¬ 
ducer. Accor, the hotel group, 


SOUTH AFRICA 


GOLD shares were easier, in 
trading confined to quality 
stocks. Vaal Reefs added R4 to 
R286 while De Beers eased 50 
cents to R45. The JSE all-gold 
index lost 18 to 1548 and the 
overall index slipped 12 to 
3,068. 
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isass 

+0^ 

152.96 

175.31 

159.98 

161.66 

+0.0 

2.71 

166.35 

153.15 

174.39 

160.14 

161.73 

198.57 

17272 

146.32 

Italy (98) . . — « 

105.93 

+0.8 

80.07 

99.33 

90.85 

9533 

+04 

247 

105.11 

86.39 


9043 

95.05 

109.26 

91.85 

9208 

Japan (454)_ _ 

154.96 

+02 

126.79 

145.31 

132.62 

145.31 

+0.4 

048 

15448 

127.12 

144.78 

13295 

144.76 

1972G 

124.40 

177.28 

Malaysia (35)_ 

249.12 

+CL2 

203.83 

233.60 

213.16 

259.56 

+02 

209 

248.68 

20447 

23272 

213.71 

259.12 

249.12 

204.15 

189.71 

Mexico (13)- 

52746 

+0J 

431.57 

494^2 

451.38 1658.58 

+0.2 

031 

528.12 

43248 

492.37 

45215 

1654.96 

549.88 

324.53 

259.45 

Nettieriand (43)_- 

T46JX 

+ 0.0 

119.75 

137-25 

125^5 

123.91 

+ 0.1 

4^55 

145.49 

119.57 

136.16 

125.04 

123.75 

146.36 

130.43 

124.62 

New Zealand (17) 

70.63 

+0.8 

57.79 

6654 

60.44 

63^7 

+04 

6.93 

70.06 

57.58 

6547 

6041 

63.11 

7546 

59.57 

65.13 

Norway (23).. 

250.28 

+0^ 

204.78 

234.70 

214.18 

214.86 

+04 

1.48 

24945 

20544 

23343 

214.73 

214.50 

25048 

20234 

189.43 

Singapore (25)_— 

20&24 

+ai 

171J20 

19821 

17B.05 

175.15 

+0.1 

148 

206.93 

171.70 

16543 

17945 

17449 

209.24 

179.70 

168.49 

South Africa (60)-- 

17859 

-0.7 

146.12 

167.47 

152.62 

155-83 

-0.3 

342 

179.78 

147.76 

166-25 

154.50 

15646 

251,39 

170.00 

150.86 

Spain (42)—- 

182.08 

-0.1 

148A6 

170.73 

155.79 

138.37 

-as 

3.94 

18225 

149.76 

170.56 

156.62 

139.79 

16225 

132.84 

151.91 

Sweden (34)__ 

229.81 

-0^ 

168.09 

215^1 

196.67 

203.19 

-0.2 

1.99 

23040 

169.16 

21443 

19743 

20343 

232.74 

173.89 

176.35 

Switzerland (68)_ 

107.68 

+0.1 

88.10 

100.96 

92.15 

93^6 

-0.7 

240 

107.61 

88.44 

100.71 

92X9 

94.53 

109.77 

58.75 

86.04 

United Kingdom (303)_ 

176.14 

+0J3 

144.12 

165l16 

150.72 

14412 

+0.4 

4.73 

174.72 

143.69 

16340 

150.14 

14349 

176.14 

139.87 

15273 

USA (539).. ... 

148^8 

-0.4 

121.40 

139.15 

12598 

148.38 

-0A 

348 

14845 

12241 

139.40 

128.01 

148.95 

148.95 

13041 

135.03 

Europe (081)- 

156.01 

+0.5 

127.65 

146.30 

133.51 

130.66 

+0.1 

342 

15541 

12745 

14545 

133.39 

13044 

156.01 

135.57 

126.29 

Nordic (116).- 

2l6h9 

+02 

176.80 

202.64 

184.92 

180.21 

+ 04 

1.68 

215.63 

17721 

20140 

18641 

179.90 

216.09 

185.01 

170.73 

Pacific Basin (6S9)_- 

154.33 

+02 

126J28 

14473 

132X17 

14433 

+0^4 

049 

15348 

126.55 

144.11 

13233 

143.78 

192.75 

124.63 

17247 

Euro-Pacific (1640)_ 

155.42 

+02 

127.17 

145.74 

133.00 

13946 

+0.3 

1.96 

154.89 

12749 

144.94 

133.10 

139.01 

174.18 

130.35 

154.43 

North America (656)__ 

14784 

-0.4 

120.97 

138.66 

126J54 

14648 

-0.4 

348 

148.43 

121.98 

13842 

12748 

148.97 

148.43 

131.02 

135.52 

Europe Ex. UK (678).-... 

14249 

+0.3 

116.59 

133.65 

121J6 

12241 

-0.1 

271 

14204 

11&73 

13296 

12210 

12233 

14257 

12441 

109.68 

Pacific Ex. Japan (205)_ 

146.02 

+0J 

118^47 

138J5 

12497 

129.39 

+0.4 

4l74 

14441 

119.01 

135-54 

124.46 

128.92 

148.02 

12253 

121.31 

World Ex. US (1832)_ 

155.39 

+0J 

127.14 

145.73 

132.98 

139 SI 

+04 

2JQ3 

164.92 

127.32 

14449 

133.14 

138.91 

173.77 

131.30 

154.12 

World Ex. UK (20^)_ 

14937 

+0J 

122-22 

140X18 

127 JBA 

141.93 

+0.0 

218 

149.39 

12277 

139.82 

128.40 

141.97 

16200 

130.80 

145.66 

World Ex. So. Af. (2311)_ 

151-98 

+0.1 

124.02 

142.16 

129.72 

142.00 

+ 0.0 

244 

151.46 

124/48 

141.76 

130.18 

141.96 

16144 

13146 

14645 

world Ex. Japan (1917)- 

151.59 

+0.0 

124.03 

142.17 

129.74 

140.63 

-02 

3.44 

151.57 

12448 

14148 

13048 

14048 

15149 

134.62 

131.75 

The World Index (2371)... 

151.74 

+ai 

124.16 

142.30 

129.88 

142.10 

+0.0 

245 

16144 

12442 

14141 

13042 

14248 

16205 

1322S 

14648 

Cooyright The Rnancial Times Limited, Goldman, Sachs & Co. and County NotWest Securities Limited. 1967 
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continued to labour under the 
market's disapproval of its US 
acquisition announced 
recently. The stock fell FFr29 
to FFr981 with 46,450 shares 
traded. 

Lyonnaise des Eaux and 
Dumez continued to he actively 
traded though volumes were 
turning down. Lyonnaise was 
FFrl up at FFr628, with 102525 
shares traded compared to over 
200,000 recently. Dumez was 
FFr4 higher at FFr750 with 
100550 shares traded. LVMH, 
the luxury goods and spirits 
company, caught the eye as it 
rose FFr80 to FFr4,700, after 
being depressed around 
FFr4,440 recently. 

FRANKFURT added a refine¬ 
ment to the fmancials/iadustri- 
als ups and downs, as the West 
German chemical sector stayed 
relatively strong with BASF up 
DM350 to DM283.70, Bayer 
DM450 to DM299 and Hoechst 
DM350 to DM283. 

Chemicals bad lagged behind 
the West German equity mar¬ 
ket for so long that they had 
already reached, and passed 
the low point that other cycli¬ 
cal stocks - steels, metals, 
engineering and, just recently, 
motor companies - were 
beginning to approach, said Mr 
Werner Wanke, head of securi¬ 
ties at B Metzler in Frankfurt. 


Mr Wanke, in London yester¬ 
day to talk to institutional cli¬ 
ents, said that Metzler holds to 
its view that this is a “whip¬ 
saw” market; however, after 


Volkswagen 


Share price (DM) 
645 




635 r 



the improvement in the domes¬ 
tic bond market, where the 
Bundesbank’s average bond 
yield held firm yesterday at 
8.69 per cent, he is willing to 
concede that the DAX index 
may top its previous high of 
156855 of March 30 in coming 
weeks, although without a 
clear and extended break¬ 
through into a new bull mar¬ 
ket 

The DAX dosed at 256 lower 
at 1,929.00 yesterday, after a 


L48 fen to 81854 in the DAX at 
midsession. The indices, partic¬ 
ularly the DAX, were sup¬ 
ported by the performances of 
chemicals where the average 
earnings per share downturn 
year will be about 4 per 
cent, on Metzler’s calculations, 
and where the average p/e 
ratio is only 7 to 7%. 

Banks took support from the 
bond market, particularly Bay- 
erische Hypobank, up DM650 
to DM419.50, and Bayerische 
Vereinsbank, up DM13.30 to 
DM44750. The general upswing 
in banks is based on the bond 
market; the relative perfor¬ 
mance of the Bavarians 
reflects their earlier status as 
laggards and Bayemverein's, 
additionally, holdings of 10 and 
7% per cent respectively in 
Allianz and Munich Re^ the 
insurance companies which 
have been strong features in 
the West German equity mar¬ 
kets recently. 

Carmakers fell across the 
board yesterday, BMW shed¬ 
ding DM12 to DM588. Daimler 
DM850 to DM845 and Porsche 
DM30 to DM1580. Volkswagen 
fell another DM7 to DM615, a 
two-day fall of DM1950; it tran¬ 
spires that sell recommenda¬ 
tions by London stockbrokers 
James Capel and SG Warburg 
were behind the drop, in 


turnover which, again, far out i 
paced other active stocks year 
terday at DM1.27bn against 
DML43bn an Monday. Overall, 
market volume eased a Ifltte, 
from DM85bn to DM7.7bn: ~ . 

ZURICH finished mixed;to 
easier as investment shffted 
into insurance from machinery 
and chemical issues. Dealers 
said that many foreign inves¬ 
tors, including some frenr Lon- 
don, were involved in the 
switching process. 

The Credit Suisse index foil 
3.1 to 679.3. In chemicals, 
Roche bearers fell SFrllO to. 
SFr8.330 although the company 
forecast higher profits in 1990’ 
yesterday. In foods, Nestlfc 
bearers fell SFrlQO to SFrS550, 
but insurers backed the trend 
to close firmeragain. 

AMSTERDAM closed a quiet 
day higher in featureless trad¬ 
ing. Some traders were sur¬ 
prised that Wall Street’s recant 
gains had not shaken tfae- 
Dutch market out of its sum¬ 
mer lethargy. The CBS. Ten¬ 
dency index added 0.3 to 12L8. 

MADRID exided lower on 
profit t taking. The- general! 
index fen L63 to 306.il hy the 
close of continuous trade, C03 
lower than at the close of-the. 
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and banks lost grouod whJSe 
electrical stocks held ste ad y^ - 
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This announcement 
appears as a metier 
of record only 


BAflCOIllGXT 


July 1990 


Banco Nacional 
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de Comercio Exterior, S.N.C 


(A national credit association and development bank of the United Mexican States) 
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arer Bonds of 1990/1995 




V 






■■ ■ i ^.1 V 


■ 

Schweizerischer Bankverein (Deutschland) AG 
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Dresdner Bank 

Attiengesellschaft 
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Baden-WGrttemberglsctie Bank 

AkttarigeseJIschaft 


Banque Paribas 
Capital Markets GmbH 


Bayerische Hypotfteken- und 

Wechsel- Ban k 

AktiengssoUschaft 


Deutsche Glrozentrale 

“ Deutsche Kommunalbanlc— 

Hsssiechs Landesbank 
- Glrozentrale — 
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Landesbank Rheinland-Pfafz 
Glrozentrale: 
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Bayerische Landesbank 
Glr o zentrale 


Bayerische Vereinsbank 

Aktiengeseilschaft 


Merrill Lynch Bank AG 
Morgan Stanley GmbH 
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Berliner Bank 

AWiengaseflschaft 


NOMURA BA^IK 
(Deutschland) GmbH 


Salomon Brother* AG 


BHF-BANK 



CSFB-Effectenbank 

AJdengeseflschaft 


Daiwa Europe 

(Deutschland) GmbH 


^wei^rische BankgeseflactiaR. 1 i 

(Deutschland) AG - j s? :i 

SMwestdeutache . ...< 

GIrozsntrale ., ...- ; ^ 
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Swiss Bank Corp or at io n 

Investment Banking 
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